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Explanatory Notes

General: This Bill replaces the provisions of The Corporations Tax Act,

R.S.O. 1970. The Act will continue to impose a tax on a corporation at a

rate of 12 per cent of its total taxable income and will permit a deduction

from tax of a specified portion thereof if the corporation has a permanent
establishment outside Ontario. In addition, where a corporation non-

resident in Canada disposes of taxable Canadian property, the taxable

capital gain arising therefrom will form part of its taxable income.

Taxable income which includes for the first time taxable capital gains

is calculated, with the exception of the provisions relating to mining and gas

and oil corporations, amounts paid to a corporation under the Employment
Support Act (Canada) and capital cost allowances related to recent acquisi-

tions of machinery and equipment in the same manner as under the Income
Tax Act (Canada) for 1972. These provisions are incorporated in Parts I

and II of the Act.

The new Act will continue to impose a tax measured with respect

to paid-up capital at one-tenth of 1 per cent and special capital taxes

on banks, railways, telegraph companies, express companies, sleeping, dining

and parlour cars companies at the rates applied under the former Act.

The new Act also continues to tax insurance corporations at 2 per cent

calculated on all gross premium income plus a tax of one-half of 1 per cent

on gross premium income with respect to certain property. The latter

tax replaces the levy formerly imposed on fire insurance premiums under
The Fire Marshals Act. These provisions are found in Parts III and IV of

the Act.

The Regulations to be made under the Act pertaining to mining and
gas and oil corporations will provide for the continuation of the deduction of

exploration and development expenses incurred up to the end of 1971 in the

same manner as under the old Income Tax Act (Canada) as reflected in the

transitional provisions of the new Income Tax Act (Canada). Such expendi-

tures incurred after 1971, with the exception of foreign exploration and
development expenses, will be deductible in the same way as under the

new Income Tax Act (Canada). These Regulations will also provide for the

continuation of the allowance (commonly referred to as depletion) in respect

of an oil or gas well, mine or timber limit. These deductions and allowances

are the same as the Federal authorities have indicated will be allowable to

the end of 1976.

The administrative sections are contained in Parts V and VI and are the

same as they existed under The Corporations Tax Act, R.S.O. 1970 except

for the new provisions allowing interest on deposits made to obtain lien

clearances if, when the return is filed, there is an over payment of tax.
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BILL 215 1972

The Corporations Tax Act, 1972

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

PART I

INTERPRETATION

1.—(1) In this Act, Interpre-
^ ' tation

1. "adjusted cost base" has the meaning given to that

expression by section 56

;

2. "allowable capital loss" has the meaning given to

that expression by section 40;

3. "amount" means money, rights or things expressed

in terms of the amount of money or the value in '

terms of money of the right or thing, except that the

"amount" of any stock dividend paid by a corpora- ily

tion is the amount of the increase in the paid-up U
capital of the corporation by virtue of the payment ^

of the dividend;

4. "annuity" includes an amount payable on a periodic

basis whether payable at intervals longer or shorter

than a year and whether payable under a contract,

will or trust or otherwise;

5. "assessment" includes a reassessment;

6. "bank" means a corporation or joint stock company
wherever incorporated for the purpose of doing a

banking business or the business of a savings bank
that transacts such business in Ontario, whether the

head office is situate in Ontario or elsewhere

;

7. "business" includes a profession, caUing, trade, manu-
facture or undertaking of any kind whatsoever and
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includes an adventure or concern in the nature of

trade but does not include office or employment

;

8. "Canadian-controlled private corporation" has the

meaning given to that expression by subsection 6 of

c. 63 (Can.) scction 125 of the Income Tax Act (Canada)

;

9. "Canadian corporation" has the meaning given to

that expression by subsection 1 of section 83

;

10. "capital dividend" has the meaning given to that

expression by subsection 2 of section 77

;

11. "capital gain" for a fiscal year from the disposition

of any property has the meaning given to that

expression by section 41

;

12. "capital interest" of a corporation in a trust has the

meaning given to that expression by clause b of sub-

section 1 of section 97

;

13. "capital loss" for a fiscal year from the disposition of

property has the meaning given to that expression

by section 41

;

14. "capital property" has the meaning given to that

expression by section 56

;

15. "common share" is a share the holder of which is

not precluded upon the reduction or redemption of

the capital stock from participating in the assets of

the corporation beyond the amount paid up thereon

plus a fixed premium and a defined rate of dividend

;

16. "Comptroller" means Comptroller of Revenue;

17. "corporation" means any corporation however or

wherever incorporated and where any corporation

or the whole or any part of the property thereof is

placed in the hands or under the control of an agent,

assignee, trustee, liquidator, receiver or other official,

includes such agent, assignee, trustee, liquidator,

receiver or other official, but does not include a cor-

poration incorporated without share capital;

18. "cost amount" to a corporation of any property at

any time means, except as expressly otherwise pro-

vided in this Act,

i. where the property was depreciable property

of the corporation of a prescribed class, that
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proportion of the undepreciated capital cost

to it of property of that class at that time

that the capital cost to it of the property is of

the capital cost to it of all property of that

class,

ii. where the property was capital property,

other than depreciable property, of the cor-

poration, its adjusted cost base to it at that

time,

iii. where the property was property described in

an inventory of the corporation, its value at

that time as determined for the purpose of

computing its income,

iv. where the proper-ty was eligible capital prop-

erty of the corporation in respect of a business,

the cumulative eligible capital of the corpora-

tion in respect of the business at that time,

V. where the property was a debt owing to the

corporation, other than a debt the amount of

which was deducted under clause r of subsec-

tion 1 of section 24 in computing the corpora-

tion's income for a fiscal year ending before

that time, or any other right of the corpora-

tion to receive an amount, the amount of the

debt or other right that was outstanding at

that time, and

vi. in any other case, the cost to the corporation

of the property as determined for the purpose

of computing its income, except to the extent

that such cost has been deducted in computing
its income from any fiscal year ending before

that time

;

19. "cumulative ehgible capital" has the meaning given

to that expression by subsection 4 of section 18;

20. "deferred profit sharing plan" has the meaning given

to that expression by subsection 1 of section 120;

21. "depreciable property" has the meaning given to that

expression by subsection 17 of section 17;

22. "designated surplus" has the meaning given to that

expression by Part VII of the Income Tax Ac^^y^Silh.

(Canada)

;

c. 63 (Can.)
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23. "dividend" includes a stock dividend, other than a

stock dividend that was paid before 1972

;

24. "eHgible capital expenditure" has the meaning given

to that expression by subsection 4 of section 18;

25. "eligible capital property" has the meaning given to

that expression by section 56;

26. "employed" means performing the duties of an office

or employment

;

27. "employee" includes officer;

28. "employees profit sharing plan" has the meaning

given to that expression by subsection 1 of section

118;

29. "employer", in relation to an officer, means the per-

son from whom the officer receives his remuneration

;

30. "employment" means the position of an individual

in the service of some other person, including Her
Majesty or a foreign state or sovereign, and "servant"

or "employee" means a person holding such a posi-

tion;

31. "exempt income" means money or property received

or acquired by a corporation in such circumstances

that it is, by reason of any provision in Part II, not

included in computing its income, but for greater

certainty does not include a dividend on a share;

32. "farming" includes tillage of the soil, live stock rais-

ing or exhibiting, maintaining of horses for racing,

raising of poultry, fur farming, dairy farming, fruit

growing and the keeping of bees, but does not include

an office or employment under a person engaged in

the business of farming;

33. "fiscal year" means the period for which the accounts

of the business of a corporation are ordinarily made
up and accepted for purposes of assessment under

this Act and, in the absence of an established prac-

tice, the fiscal year is that adopted by a corporation,

but no fiscal year may exceed fifty-three weeks and
any change in a usual and accepted fiscal year shall

be made for the purposes of this Act only with the

concurrence of or in accordance with the direction

of the Minister;
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34. "fishing" includes fishing for or catching shell fish,

crustaceans and marine animals but does not include

an office or employment under a person engaged in

the business of fishing;

35. "gross revenue" means the aggregate of all amounts
received in a fiscal year or receivable in the fiscal

year, depending on the method regularly followed

by the corporation in computing its profit, other-

wise than as or on account of capital

;

36. "income bond" or "income debenture" means re-

spectively a bond or debenture in respect of which
interest or dividends are payable only when the

debtor corporation hats made a profit before taking

into account the interest or dividend obligation on
such bond or debenture

;

37. "income interest" of a corporation in a trust has the

meaning given to that expression by clause e of sub-

section 1 of section 97

;

38. "insurance corporation" or "insurer" means a cor-

poration with or without share capital that carries

on an insurance business

;

39. "inter vivos trust" has the meaning given to that

expression by subsection 1 of section 97

;

40. "inventory" means a description of property the cost

or value of which is relevant in computing the

income of a corporation from a business for a fiscal

year;

41. "jurisdiction" means a province or territory of Can-

ada or a state outside Canada having sovereign

power

;

42. "life insurance business" includes,

i. an annuities business, and

ii. the business of issuing contracts all or any
part of the issuer's reserves for which vary in

amount depending upon the fair market value

of a specified group of assets,

carried on by a life insurance corporation or life

insurer

;
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43. "life insurance corporation" or "life insurer" means
a corporation that carries on a life insurance business

that is not a business described in sub-paragraph i

or ii of paragraph 42 whether or not it also carries on
a business described in either of those sub-paragraphs

;

44. "listed personal property" has the meaning given

to that expression by section 56;

45. "minerals" do not include petroleum, natural gas or

related hydrocarbons, except coal or bituminous

sands

;

46. "mineral resource" means,

i. a base or precious metal deposit,

ii. a coal deposit,

iii. a bituminous sands deposit, or

iv. a mineral deposit in respect of which,

(A) the Minister has certified that the prin-

cipal mineral extracted is an industrial

mineral contained in a non-bedded
deposit,

(B) the principal mineral extracted is syl-

vite,

(C) the principal mineral extracted is halite

that is extracted by underground min-

ing and not by operating a brine well,

(D) the principal mineral extracted is silica

that is extracted from sandstone or

quartzite, or

(E) the principal mineral extracted is gyp-
sum;

47. "Minister" means the Minister of Revenue;

48. "net capital loss" has the meaning given to that

expression by subsection 7 of section 99

;

49. "non-capital loss" has the meaning given to that

expression by subsection 7 of section 99

;
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50. "non-resident" means not resident in Canada;

51. "non-resident-owned investment corporation" has

the meaning given to that expression by subsection 5

of section 110;

52. "paid-up capital deficiency" has the meaning given

to that expression by clause d of subsection 1 of sec-

tion 83;

53. "permanent establishment" has the meaning given

to that expression by section 7;

54. "personal-use property" has the meaning given to

that expression by section 56;

55. "preferred share" means a share other than a com-
mon share;

56. "prescribed" in the case of a form or the information

to be given on a form, means prescribed by order of

the Minister, and in any other case, means prescribed

by regulation;

57. "principal amount" in relation to any obligation

means the amount that, under the terms of the

obhgation or any agreement relating thereto, is the

maximum amount or maximum aggregate amount,

as the case may be, payable on account of the obliga-

tion by the issuer thereof, otherwise than as or on

account of interest or as or on account of any pre-

mium payable by the issuer conditional upon the

exercise by the issuer of a right to redeem the obliga-

tion before the maturity thereof

;

58. "private corporation" has the meaning given to that

expression by subsection 1 of section 83

;

59. "property" means property of any kind whatsoever

whether real or personal or corporeal or incorporeal

and, without restricting the generality of the fore-

going, includes a right of any kind whatever, a share

or a chose in action and, unless a contrary intention

is evident, money;

60. "pubhc corporation" has the meaning given to that

expression by subsection 1 of section 83

;

61. "railway" includes a railway and part of a railway

operated in whole or in part by steam, electricity or
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other motive power, constructed and operated on
highways or on land owned by the corporation that

owns or operates it, or partly on highways and partly

on such land, but does not include a street railway

constructed or operated in whole or in part upon or

along a highway under or by virtue of an agreement
with or a by-law of a city or town

;

62. "registered Canadian amateur athletic association"

has the meaning given to that expression by subsec-

tion 4 of section 98;

63. "registered Canadian charitable organization" has

the meaning given to that expression by subsection 4
of section 98

;

64. "registered pension fund or plan" means an em-
ployees' superannuation or pension fund or plan

accepted for registration by the Minister of National

c^^ (Can

)

Revenue for purposes of the Income Tax A ct (Canada)

in respect of its constitution and operations for the

fiscal year under consideration

;

65. "registered supplementary unemployment benefit

plan" has the meaning given to that expression by
subsection 1 of section 119;

66. "regulations" means regulations made under this

Act;

67. "resident in Canada" means resident in Canada for

purposes of the Income Tax A ct (Canada)

;

68. "restricted farm loss" has the meaning given to that

expression by subsection 1 of section 33

;

69. "share" means a share of capital stock of a corpora-

tion;

70. "shareholder" includes a member or other person

entitled to receive payment of a dividend

;

71. "subsidiary controlled corporation" means a cor-

poration more than 50 per cent of the issued share

capital of which, having full voting rights under all

circumstances, belongs to the corporation to which it

is subsidiary;

72. "subsidiary wholly-owned corporation" means a

corporation all the issued share capital of which,

except directors' qualifying shares, belong to the cor-

poration to which it is subsidiary

;
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73. "superannuation or pension benefit" includes any
amount received out of or under a superannuation

or pension fund or plan and without restricting the

generality of the foregoing, includes any payment
made to a beneficiary under the fund or plan or to an
employer or former employer of the beneficiary there-

under,

i. in accordance with the terms of the fund or

plan,

ii. resulting from an amendment to or modifica-

tion of the fund or plan, or

iii. resulting from the termination of the fund

or plan;

74. "supplementary unemployment benefit plan" has

the meaning given to that expression by subsection 1

of section 119;

75. "tax payable" by a corporation under any Part of

the Act means the tax payable by the corporation

as fixed by assessment or reassessment subject to

variation on objection or appeal, if any, in accordance

with sections 154 to 160, as the case may be;

76. "taxable Canadian corporation" has the meaning
given to that expression by subsection 1 of section 83

;

*»

h
77. "taxable Canadian property" has the meaning given li

to that expression by subsection 1 of section 115 of

the Income Tax Act (Canada) except that for the^^'^-Ji-^

purposes only of section 2, the expression "taxable

Canadian property" includes a Canadian resource

property within the meaning assigned by subsection

12 of section 63, any property that would have been
a Canadian resource property within the meaning
assigned by subsection 12 of section 63, if it had
been acquired after 1971, and an income interest

in a trust resident in Canada;

78. "taxable capital gain" has the meaning given to that

expression by section 40

;

79. "taxable dividend" has the meaning given to that

expression by subsection 1 of section 83

;

80. "taxable income" has the meaning given to that

expression by section 9;

c. 63 (Can.)
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1970-71,
c. 63 (Can.)

"Taxation
year"

Arm's
length

81. "taxable income earned in Canada" has the meaning
given to that expression by section 10

;

82. "taxable net gain" from dispositions of listed per-

sonal property has the meaning given to that expres-

sion by section 43;

83. "taxation year" means that fiscal year in relation to

which the amount of a tax under this Act is being

calculated when the expression is used to distinguish

it from another fiscal year;

84. "tax-paid undistributed surplus on hand" has the

meaning given to that expression by subsection 1 of

section 83;

85. "unit trust" has the meaning given to that expression

by subsection 2 of section 97;

86. "1971 capital surplus on hand" has the meaning
given to that expression by subsections 1 or 2 of

section 83;

87. "1971 undistributed income on hand" has the mean-
ing given to that expression by subsection 4 or 5

of section 196 of the Income Tax Act (Canada).

(2) For the purposes of this Act, a reference to a taxation

year ending in another year includes a reference to a taxation

year ending coincidentally with that other year.

(3) For the purposes of this Act,

[a) related persons shall be deemed not to deal with each

other at arm's length; and

{h) it is a question of fact whether persons not related

to each other were at a particular time dealing with

each other at arm's length.

defined
°^^^ ^^^ ^^^ ^^^ purpose of this Act "related persons", or persons

related to each other, are,

(a) individuals connected by blood relationship, marriage
or adoption

;

{h) a corporation and,

(i) a person who controls the corporation, if it is

controlled by one person.
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(ii) a person who is a member of a related group
that controls the corporation, or

(iii) any person related to a person described in

subclause i or ii;

(c) any two corporations,

(i) if they are controlled by the same person or

group of persons,

(ii) if each of the corporations is controlled by one

person and the person who controls one of the

corporations is related to the person who con-

trols the other corporation,

(iii) if one of the corporations is controlled by one
person and that person is related to any mem-
ber of a related group that controls the other

corporation,

(iv) if one of the corporations is controlled by one
person and that person is related to each mem-
ber of an unrelated group that controls the

other corporation,

(v) if any member of a related group that con-

trols one of the corporations is related to each

member of an unrelated group that controls

the other corporation, or

(vi) if each member of an unrelated group that

controls one of the corporations is related to

at least one member of an unrelated group
that controls the other corporation.

(5) Where two corporations are related to the same cor- ^ ^I'^d^t
*°'^^

poration within the meaning of subsection 4, they shall, for each other

the purposes of subsections 3 and 4, be deemed to be related

to each other.

(6) In this Act, ^^"^t^

(a) "related group" means a group of persons each mem-
ber of which is related to every other member of the

group; and

(b) "unrelated group" means a group of persons that is

not a related group.
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relate?
^^

^^^ ^^^ *^^ purposcs of subsection 4,

groups,

(a) where a related group is in a position to control a

corporation, it shall be deemed to be a related group
that controls the corporation whether or not it is part

of a larger group by whom the corporation is in

fact controlled;

(b) a person who had a right under a contract, in equity

or otherwise/either immediately or in the future and
either absolutely or contingently, to, or to acquire,

shares in a corporation, or to control the voting

rights of shares in a corporation, shall, except where
the contract provided that the right is not exercisable

until the death of an individual designated therein,

be deemed to have had the same position in relation

to the control of the corporation as if he owned the

shares; and

(c) where a persor; owns shares in two or more cor-

porations, he shall as shareholder of one of the

corporations be deemed to be related to himself as

shareholder of each of the other corporations.

JSXTby W For the purposes of this Act,
blood
relationship,
etc. (a) persons are connected by blood relationship if one is

the child or other descendant of the other or one is the

brother or sister of the other

;

(6) persons are connected by marriage if one is married
to the other or to a person who is so connected by
blood relationship to the other; and

(c) persons are connected by adoption if one has been
adopted, either legally or in fact, as a child of the

other or as the child of a person who is so connected
by blood relationship, otherwise than as a brother

or sister, to the other. R.S.O. 1970, c. 91, s. 1,

amended.

LIABILITY FOR TAXES

^a^abie
^*—(^^ Every corporation that is incorporated under the

laws of Canada or a province thereof and that has a per-

manent establishment in Ontario shall for every fiscal year

of the corporation pay to Her Majesty for the uses of Ontario

the taxes imposed by this Act at the time and in the manner
provided in this Act. R.S.O. 1970, c. 91, s. 4 (1), amended.
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(2) Every corporation that is incorporated under the laws^ei"

of a jurisdiction outside Canada, which jurisdiction has not

entered into a Tax Convention or Treaty with Canada for the

fiscal year, and that at any time in the fiscal year or a previous

fiscal year,

{a) had a permanent establishment in Ontario within

the meaning of section 7 ; or

(6) owned real property in Ontario ; or

(c) disposed of taxable Canadian property within the

meaning assigned to that expression in paragraph 77
of subsection 1 of section 1 that was property situated

in Ontario,

shall for every fiscal year of the corporation pay to Her
Majesty for the uses of Ontario the taxes imposed by this

Act at the time and in the manner provided in this Act.

(3) Every corporation that is incorporated under the lawsi^^em

of a jurisdiction outside Canada, which jurisdiction has

entered into a Tax Convention or Treaty with Canada for the

fiscal year, and that, at any time in the fiscal year or a

previous fiscal year,

(a) had a permanent establishment in Ontario within the

meaning of section 7 ; or

{b) owned real property in Ontario and has elected to be /

taxed under Part I of the Income Tax Act (Canada)
^c'ezJha.n)

pursuant to section 216 of that Act; or .i

(c) disposed of taxable Canadian property, within the

meaning assigned to that expression in paragraph 77
of subsection 1 of section 1 that was property situated

in Ontario,

shall for every fiscal year of the corporation pay to Her
Majesty for the uses of Ontario the taxes imposed by this

Act at the time and in the manner provided in this Act.

R.S.O. 1970, c. 91, s. 4(1).

3, For the purposes of subsection 2 or 3 of section 2, a^^terpre-

corporation "owned real property" if it had a legal, equitable

or beneficial interest in the real property. R.S.O. 1970, c. 91,

s. 3 (10), amended.

4. For the purposes of this Act, where a fiscal year iSygl*^*^

referred to by a reference to a calendar year, the reference is

to the fiscal year or years coinciding with, or ending in, that

year. R.S.O. 1970, c. 91, s. 4 (2).
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Incomplete
fiscal
year

How tax
to be
determined

Idem

5. Where a corporation ceases to be liable for taxes imposed
under this Act during a fiscal year or the existence of a

corporation is terminated during a fiscal year, it shall, in

respect of such incomplete fiscal year, pay the taxes imposed
by this Act in the same manner as though such fiscal year

ended on the date on which it ceased to be liable for taxes or

upon which its existence was terminated, as the case may be.

R.S.O. 1970, c. 91, s. 4 (3), amended.

6.—(1) Unless otherwise provided in this Act, any tax

imposed by this Act shall be determined on the amount of the

paid-up capital stock, mileage or other subject in respect of

which the amount of the tax is to be ascertained as such paid-up

capital stock, mileage or other subject stood at the close of

the fiscal year of the corporation for which the tax is imposed.

(2) Any tax imposed by this Act that is to be calculated in

respect of,

{a) the taxable income of a corporation; or

(b) the gross premiums that become payable to insurance

corporations,

shall be calculated with reference to the taxable income earned

or the gross premiums that become payable, as the case may
be, during the fiscal year of the corporation for which the

respective tax is imposed. New.

Permanent
establish-
ment

Idem

Idem

7.—(1) In this Act, "permanent establishment" includes

branches, mines, oil wells, farms, timberlands, factories, work-

shops, warehouses, offices, agencies and other fixed places of

business.

(2) Where a corporation carries on business through an
employee or agent who has general authority to contract for

the corporation or who has a stock of merchandise owned by
the corporation from which he regularly fills orders which he
receives, such employee or agent shall be deemed to operate a
permanent establishment of the corporation.

(3) The fact that a corporation has business dealings through

a commission agent, broker or other independent agent shall

not of itself be deemed to mean that the corporation has a

permanent establishment.

(4) The fact that a corporation has a subsidiary controlled

corporation in a place or a subsidiary controlled corporation

engaged in a trade or business in a place shall not of itself be
deemed to mean that the first-mentioned corporation is

operating a permanent establishment in that place.
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(5) An insurance corporation is deemed to have a permanent wem

establishment in each jurisdiction in which the corporation is

registered or hcensed to do business.

(6) The fact that a corporation maintains an office solely for ^^^™

the purchase of merchandise shall not of itself be deemed to

mean that the corporation has a permanent establishment in

that office.

(7) Where a corporation, otherwise having a permanent ^'^^"^

establishment in Canada, owns land in a province, such land

is a permanent establishment.

(8) The fact that a non-resident corporation in a fiscal year ^^®™

produced, grew, mined, created, manufactured, fabricated,

improved, packed, preserved or constructed in whole or in part

anything in Canada whether or not the corporation exported

that thing without selling it prior to exportation, shall of

itself, for the purposes of this Act, be deemed to mean that

the corporation maintained a permanent establishment at any
place where the corporation did any of those things in the

fiscal year.

(9) The use of substantial machinery or equipment in a^^^®"^

particular place at any time in a fiscal year of a corporation

constitutes a permanent establishment of such corporation in

that place for the fiscal year.

(10) Where a corporation has no fixed place of business, it
^'^^"^

has a permanent establishment in the principal place in which
the corporation's business is conducted.

(11) A corporation has a permanent establishment in the ^"^^"^

place designated in its charter or by-laws as being its head
office. R.S.O. 1970, c. 91, s. 3, amended.

PART II

Division A

—

liability for income tax

8.—(1) Except as otherwise provided in this Part, every income

corporation liable to the taxes imposed under this Act by
virtue of subsection 1 of section 2, shall, for every fiscal year

of the corporation pay an income tax as hereinafter required

upon its taxable income.

(2) Except as otherwise provided in this Part, every cor- ^^^"^

poration liable to the taxes imposed under this Act by virtue

of subsection 2 or 3 of section 2 shall, for every fiscal year of the

corporation pay an income tax as hereinafter required upon its

taxable income earned in Canada. R.S.O. 1970, c. 91, s. 4 (1),

amended.
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Mem 9, The taxable income of a corporation for a fiscal ye^r is its

income for the fiscal year minus the deductions permitted by
Division C. R.S.O. 1970, c. 91, s. 14, amended.

i<*«™ 10. The taxable income earned in Canada of a corporation

for a fiscal year is its taxable income earned in Canada
determined under Division D. New.

Exemptions w^ Except as provided in subsection 3 or 4 of section 122

no tax is payable under this Part upon the taxable income of a

corporation for a period when that corporation was a corpora-

tion referred to in section 122. New.

Division B—computation of income

Basic Rules

Income for 12. The income of a corporation for a fiscal year for pur-

poses of this Part is its income for the year determined by
the following rules,

[a) determine the aggregate of amounts each of which is

the income of the corporation for the fiscal year,

other than a taxable capital gain from the disposition

of a property, from a source inside or outside Canada,

including, without restricting the generality of the

foregoing, its income for the fiscal year from all

business and property;

{b) determine the amount, if any, by which,

(i) the aggregate of its taxable capital gains for

the fiscal year from dispositions of property

other than listed personal property, and its

taxable net gain for the fiscal year from dis-

positions of listed personal property,

exceeds,

(ii) its allowable capital losses for the fiscal year

from dispositions of property other than listed

personal property;

(c) determine the amount, if any, by which the aggregate

determined under clause a plus the amount determined

under clause b exceeds the aggregate of the deductions

permitted by Subdivision D in computing the income

of the corporation for the fiscal year, except such of or

such part of those deductions, if any, as have been

taken into account in determining the aggregate

referred to in clause a ; and
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{d) determine the amount, if any, by which the remainder
determined under clause c exceeds the aggregate of

amounts each of which is its loss for the fiscal year

from a business or property

,

and the remainder, if any, obtained under clause d is the

income of the corporation for the fiscal year for the purposes

of this Part. R.S.O. 1970, c. 91, s. 15, amended.

13.— (1) For the purposes of this Act, income or
^ ' ^ ^ loss from

a source

{a) the income or loss of a corporation for a fiscal year sources in a

from a business, property or other source, or from^^*°®

sources in a particular place, is its income or loss, as

the case may be, computed in accordance with this

Act on the assumption that it had during the fiscal

year no income or loss except from that source or no
income or loss except from those sources, as the case

may be, and was allowed no deductions in computing
its income for the fiscal year except such deductions

as may reasonably be regarded as wholly applicable to

that source or to those sources, as the case may be,

and except such part of any other deductions as may
reasonably be regarded as applicable thereto; and
R.S.O. 1970, c. 91, s. 25 (4), amended.

(b) where the business carried on or the service performed

by a corporation was carried on or performed, as the

case may be, partly in one place and partly in

another place, the income or loss of the corporation

for the fiscal year from the business carried on or

the service performed by it in a particular place is the

income or loss of the corporation, as the case may be,

computed in accordance with this Act on the assump-
tion that it had during the fiscal year no income or

loss except from the part of the business that was
carried on or the service performed in that particular

place, as the case may be, and was allowed no deduc-
tions in computing its income for the fiscal year

except such deductions as may reasonably be regarded

as wholly applicable to that part of the business or the

services performed, as the case may be, and except

such part of any other deductions as may reasonably

be regarded as applicable thereto. R.S.O. 1970,

c. 91, s. 25 (5), amended.

(2) Subject to subsection 3, in applying subsection 1 for the^'*®'"

purposes of this Part, no deductions permitted by subsection

1 of section 60 are applicable either wholly or in part to a

particular source or to sources in a particular place, as the

case may be. New.
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Deductions
applicable (3) In applying clause b of subsection 1 for the purposes of

section 101 all deductions allowed in computing the income of

a corporation for a fiscal year for the purposes of this Part
shall be deemed to be applicable either wholly or in part to a
particular source or to sources in a particular place, as the case

may be. New.

Limitation
respecting
inclusions
and
deductions

(4) Unless a contrary intention is evident, no provision of

this Part shall be read or construed to require the inclusion

or to permit the deduction, in computing the income of a
corporation for a fiscal year or its income or loss for a fiscal

year from a particular source or from sources in a particular

place, of any amount to the extent that that amount has
been included or deducted, as the case may be, in computing
such income or loss under, in accordance with or by virtue

of any other provision of this Part. New.

Subdivision A

—

income or loss

FROM A BUSINESS OR PROPERTY

Basic Rules

Income
from
business or
property

14.—(1) Subject to this Part, the income of a corporation

for a fiscal year from a business or property is its profit there-

from for the fiscal year. R.S.O. 1970, c. 91, s. 16, amended.

Loss from
business or
property

(2) Subject to section 33, the loss of a corporation for a
fiscal year from a business or property is the amount of its

loss, if any, for the fiscal year from that source computed by
applying the provisions of this Act respecting computation of

income from that source mutatis mutandis.

losses not (^) ^" *^^^ ^^*' "income from a property" does not include
included any capital gain from the disposition of that property and

"loss from a property" does not include any capital loss from
the disposition of that property. New.

Valuation
of inventory
property

1970-71,
c. 63 (Can.)

15.—(1) For the purpose of computing income from a
business, the property described in an inventory shall, except
as provided in subsection 2, be valued at the same amount
and for the same fiscal year, as is accepted for assessment
under the Income Tax Act (Canada) and the regulations made
thereunder. R.S.O. 1970, c. 91, s. 26 (1), amended.

Idem
(2) Notwithstanding subsection 1, the Minister may deter-

mine the value of the property described in an inventory
for the purposes of assessment under this Act if he is of the

opinion that the values have been incorrectly determined by the

corporation.
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(3) Notwithstanding subsections 1 and 2, for the purpose of ^^^"^

computing income for a fiscal year from a business, the

property described in an inventory at the commencement of the

fiscal year shall be valued at the same amount as the amount
at which it was valued at the end of the immediately preceding

fiscal year for the purpose of computing income for that

preceding fiscal year. R.S.O. 1970, c. 91, s. 26 (2), amended.

(4) Where the property described in the inventory of a valuation

business at the commencement of a fiscal year has, according

to the method adopted by the corporation for computing
income from the business for that fiscal year, not been valued

as required by subsections 1 and 2, the property described

therein at the commencement of that fiscal year shall, if the

Minister so directs, be deemed to have been valued as required

by that subsection. R.S.O. 1970, c. 91, s. 36, amended.

Inclusions

16.—(1) There shall be included in computing the income 1^^^°"^°^^^*^

of a corporation for a fiscal year as income from a business as income
, r 1 r 11 • 111 from business

or property such of the following amounts as are applicable, or property

{a) any amount received by the corporation in the year
f^g^^t-o^^'e

in the course of a business, rendered

(i) that is on account of services not rendered

or goods not delivered before the end of the

year or that, for any other reason, may be
regarded as not having been earned in the

year or a previous year, or

(ii) under an arrangement or understanding that

it is repayable in whole or in part on the

return or resale to the corporation of articles in

or by means of which goods were delivered

to a customer; R.S.O. 1970, c. 91, s. 61 (1) [a).

(h) any amount receivable by the corporation in respect Amounts
rGC©lV3.Dl6

of property sold or services rendered in the course of a in respect

business in the year, notwithstanding that the amount etcTrendered

may not be receivable until a subsequent year, unless

the method adopted by the corporation for com-
puting income from the business and accepted for the

purpose of this Part does not require it to include

any amount receivable in computing its income for

a fiscal year unless it has been received in the year;

R.S.O. 1970,c. 91.S. 61(1)(6).

(c) any amount received by the corporation in the year interest

or receivable by the corporation in the year, depend-

215
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Reserve for
doubtful
debts

Reserves In
respect of
certain goods
and services,
etc.

ing upon the method regularly followed by the cor-

poration in computing its profit , as , on account or in lieu
of payment of, or in satisfaction of, interest; R.S.O.
1970, c. 91, s. 17 (c).

(d) any amount deducted as a reserve for doubtful
debts in computing the corporation's income for the
immediately preceding year; R.S.O. 1970, c. 91,

s. 17 (e).

(e) any amount,

(i) deducted under clause o of subsection 1 of

section 24, including any amount substituted

by virtue of subsection 7 of section 24 for

any amount deducted under that clause, or
subsection 8 of section 24, or

(ii) deducted under clause p of subsection 1

section 24 or subsection 8 of section 24,

of

in computing the corporation's income from a business
for the immediately preceding year; R.S.O. 1970
c. 91, s. 61 (1) (/).

Insurance
proceeds
expended

(/) such part of any amount payable to the corpora-
tion as compensation for damage to, or under a
policy of insurance in respect of damage to, property
that is depreciable property of the corporation as has
been expended by the corporation,

(i) within the year, and

(ii) within a reasonable time after the damage,

on repairing the damage; R.S.O. 1970, c. 91, s. 17 (/).

Payments
based on
production
or use

(g) any amount received by the corporation in the year
that was dependent upon the use of or production from
property whether or not that amount was an instal-

ment of the sale price of the property, except that an
instalment of the sale price of agricultural land is

not included by virtue of this clause; R.S.O. 1970,

c. 91,s. 17 (i).

Previous
reserve for
quadrennial
survey

(h) any amount deducted as a reserve under clause q of

subsection 1 of section 24 in computing the corpora-
tion's income for the immediately preceding year;
R.S.O. 1970,c.91,s. 17(^).
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(i) any amount received in the year on account of a Bad debts

debt in respect of which a deduction for bad debts

had been made in computing the corporation's in-

come for a previous year; R.S.O. 1970, c. 91, s. 17 (A).

{j) any amount required by Subdivision G to be included °;jj^^^°<^^

in computing the corporation's income for the year corporations

in respect of a dividend paid by a corporation resident Canada

in Canada on a share of its capital stock; R.S.O.

1970, c. 91, s. 17(a).

{k) any amount required by Subdivision H to be included Dividends^

in computing the corporation's income for the year incorporations

respect of a dividend paid by a corporation not

resident in Canada on a share of its capital stock;

(/) any amount that is, by virtue of Subdivision I income
^^^o^me"^^^^^

of the corporation for the year from a business or

property; R.S.O. 1970, c. 91, s. 17 (d).

(m) any amount required by Subdivision J to be included ^g®^°|^^^g^°™

in computing the income of a corporation for the

year except any amount deemed by that subdivision

to be a taxable capital gain of the corporation ; and

(w) any amount received by the corporation in the^mgioyees

year under an employees profit sharing plan estab- sharing plan

lished for the benefit of employees of the corporation

or of another corporation with whom the corporation

does not deal at arm's length. R.S.O. 1970, c. 91,

s.l7(;).

(2) Clauses a and b of subsection 1 are enacted for greater
J^*?^?''®"

certainty and shall not be construed as implying that any
amount not referred to therein is not to be included in

computing income from a business for a fiscal year whether it is

received or receivable in the year or not. R.S.O. 1970, c. 91,

s.61 (2).

17.— (1) Where depreciable property of a corporation of 3."^^^^^^^^

prescribed class has, in a fiscal year, been disposed of and over
^^^^^^^^

the proceeds of disposition exceed the undepreciated capital capital cost

cost to it of depreciable property of that class immediately

before the disposition, the lesser of,

{a) the amount of the excess ; and

(6) the amount that the excess would be if the property

had been disposed of for the capital cost thereof to

the corporation,
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shall be included in computing the income of the corporation

for the year. R.S.O. 1970, c. 91, s. 32 (1).

mination of ^^) Where One or more amounts are by subsection 1 required
net amount to be included in computing a corporation's income for a

fiscal year in respect of the disposition of depreciable prop-

erty of a prescribed class and the corporation has, during

the year but following the dispositions, acquired further de-

preciable property of that class, notwithstanding subsection 1

and clause /of subsection 17 the following rules apply,

(a) if the aggregate of the amounts that would, accord-

ing to the terms of subsection 1, be included there-

under in computing the income of the corporation is

equal to or exceeds the amount that would, accord-

ing to the terms of clause/ of subsection 17, be the

undepreciated capital cost to the corporation of de-

preciable property of that class at the end of the

year before any deduction is made under clause a

of subsection 1 of section 24 for that year,

(i) the amount to be included in computing the

income of the corporation for the year under

subsection 1 in respect of dispositions of

depreciable property of that class is that

aggregate minus the amount that would be

that undepreciated capital cost, and

(ii) the undepreciated capital cost to the cor-

poration of depreciable property of that class

at the end of the year is nil ; and

(b) if the aggregate of the amounts that would, according

to the terms of subsection 1, be included there-

under in computing the income of the corporation

is less than the amount that would, according to the

terms of clause / of subsection 17, be the undepre-

ciated capital cost to the corporation of depreciable

property of that class at the end of the year before

any deduction is made under clause a of subsection

1 of section 24 for that year,

(i) no amounts shall be included in computing the

income of the corporation for the year in

respect of depreciable property of that class

under subsection 1, and

(ii) the undepreciated capital cost to the corpora-

tion of depreciable property of that class at the

end of the year before any deduction is made
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under clause a of subsection 1 of section 24
for the year is the amount that it would be
according to the terms of clause / of subsec-

tion 17 minus that aggregate. R.S.O. 1970,

c. 91, s. 32(2).

(3) Where an amount that would otherwise be included
^^^'^^^JJ^®

in computing the income of a corporation for a fiscal vear,pensation
T)I*OC66dS

hereinafter referred to as the "initial year", by virtue of this

section is,

(a) an amount payable, in respect of loss or destruction

of property of a prescribed class,

(i) under a policy of insurance, or

(ii) otherwise as compensation for the property so

lost or destroyed ; or

[h] an amount payable as compensation for property

of a prescribed class taken under statutory authority

or as the sale price of property sold to a person by
whom notice of an intention to take it under statutory

authority was given,

the following rules apply,

(c) the amount shall not, to the extent that it has been
expended by the corporation,

(i) in the fiscal year immediately following the

initial year on acquiring property of the same
class,

(ii) in the fiscal year immediately following the

initial year on acquiring, if the property so

lost, destroyed, taken or sold was a building,

a building of a prescribed class, or

(iii) within a time certified by the Minister to be

a reasonable time following the intial year, on
acquiring, if the property so lost, destroyed,

taken or sold was a vessel, a vessel of a pre-

scribed class,

be included in computing the income of the corpora-

tion for the initial year; and

{d) the amount shall, to the extent that it has not been
included in computing the income of the corporation

for the initial year, be deemed to be proceeds of a

disposition made,
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(i) in the case of a vessel, in the fiscal year in

which it is in whole or in part expended in

accordance with clause c, but only to the

extent that it is so expended in that year

and only if such year is within the time certi-

fied by the Minister under subclause iii of

clause c, and

(ii) in the case of any other property, in the fiscal

year immediately following the initial year

,

of depreciable property of the corporation of the

same class as the property so acquired. R.S.O. 1970,

c. 91,5.32(5).

property^^^ (4) Where depreciable property of a corporation that was
included in a prescribed class, hereinafter in this subsection

referred to as the "former class", has been transferred to

another prescribed class, hereinafter in this subsection referred

to as the "other class", for the purposes of clause /of subsec-

tion 17,

{a) there shall be added to the capital cost to the corpora-

tion of depreciable property of the former class

acquired before the transfer, the greater of,

(i) the amount, if any, by which the capital cost

to the corporation of the transferred property

exceeds the undepreciated capital cost to the

corporation of depreciable property of the

former class immediately before the transfer,

and

(ii) the aggregate of all amounts that would have
been allowed to the corporation in respect of the

transferred property, if it had been a prescribed

class, at the rate that was allowed to the cor-

poration in respect of property of the former
class under regulations made under clause a of

subsection 1 of section 24 in computing income
for the fiscal years before the transfer; and

[b] there shall be added to the total depreciation allowed

to the corporation for property of the other class the

greater of the amounts. R.S.O. 1970, c. 91, s. 32 (6).

Misciassifled
(5) Where, in calculating the amount of a deduction allowed

to a corporation under regulations made under clause a of

subsection 1 of section 24 in respect of depreciable property of

the corporation of a prescribed class, there has been added to
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the capital cost to the corporation of depreciable property of

that class the capital cost of depreciable property, hereinafter

in this subsection referred to as "added property", of another

prescribed class, for the purpose of this section and regulations

made under clause a of subsection 1 of section 24 the added
property shall, if the Minister so directs with reference to any
fiscal year for which, within the time specified in clause a

or b of subsection 4 of section 150, the Minister may make any
reassessment or additional assessment or assess tax interest or

penalties under this Part as the circumstances require, be

deemed to have been property of the first-mentioned class and
not of the other class at all times before the commencement
of that year and, except to the extent that that property or any
part thereof has been disposed of by the corporation before the

commencement of that year, to have been transferred from the

first-mentioned class to the other class at the commencement
of that year. R.S.O. 1970, c. 91, s. 32 (7).

(6) For the purpose of this section and any regulations rna-de^^^^^^^j^

under clause a of subsection 1 of section 24, the following rules

apply:

1. Where a corporation having acquired property for

the purpose of gaining or producing income therefrom

or for the purpose of gaining or producing income
from a business, has commenced at a later time to use

it for some other purpose, the corporation shall be

deemed to have disposed of it at that later time at

its fair market value at that time. R.S.O. 1970, /

c. 91, s. 32 (8) par. 1.

2. Where a corporation, having acquired property for
|^

some other purpose, has commenced at a later time

to use it for the purpose of gaining or producing

income therefrom or for the purpose of gaining or pro-

ducing income from a business, the corporation shall

be deemed to have acquired it at that later time at

its fair market value at that time. R.S.O. 1970,

c. 91, 32 (8) par. 2.

3. Where property has, since it was acquired by a cor-

poration, been regularly used in part for the purpose

of gaining or producing income therefrom or for the

purpose of gaining or producing income from a business

and in part for some other purpose, the corporation

shall be deemed to have acquired, for the purpose of

gaining or producing income, the proportion of the

property that the use regularly made of the property

for gaining or producing income is of the whole use

regularly made of the property at a capital cost to the
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corporation equal to the same proportion of the capital

cost to it of the whole property; and, if the property

has, in such a case, been disposed of, the |5roceeds

of disposition of the proportion of the property deemed
to have been acquired for gaining or producing income
shall be deemed to be the same proportion of the

proceeds of disposition of the whole property. R.S.O.

1970, c. 91, s. 32 (8) par. 5.

4. Where, at any time after a corporation has acquired

property, there has been a change in the relation

between the use regularly made by the corporation

of the property for gaining or producing income and
the use regularly made of the property for other

purposes,

(i) if the use regularly made by the corporation

of the property for the purpose of gaining or

producing income has increased, the corpora-

tion shall be deemed to have acquired at that

time depreciable property of that class at a

capital cost equal to the proportion of the fair

market value of the property as of that time

that the amount of the increase in the use

regularly made by the corporation of the

property for that purpose is of the whole use

regularly made of the property, and

(ii) if the use regularly made of the property

for the purpose of gaining or producing income
has decreased, the corporation shall be deemed
to have disposed at that time of depreciable

property of that class and the proceeds of dis-

position shall be deemed to be an amount
equal to the proportion of the fair market
value of the property as of that time that

the amount of the decrease in the use regularly

made by the corporation of the property for

that purpose is of the whole use regularly made
of the property. R.S.O. 1970. c. 91, s. 32

(8) par. 6.

5. Where a corporation has received or is entitled to

receive a grant, subsidy or other assistance from a

government, municipality or other public authority

in respect of or for the acquisition of property, other

than an amount authorized to be paid under an

^^Jc Appropriation Act (Canada) in respect of which the

provisions of clause e of subsection 7 of section 13 of

the Income Tax Act (Canada) would not apply, or an
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amount authorized to be paid under the Industrial

Research and Development Incentives Act (Canada)
or the Area Development Incentives Act (Canada)
and approved by the Minister, the capital cost of the

property shall be deemed to be the capital cost there-

of to the corporation minus the amount of the

grant, subsidy or other assistance. R.S.O. 1970,

c. 91, s. 32 (8) par. 8.

(7) In applying paragraphs 1, 2, 3 and 4 of subsection 6 in "business"

respect of a corporation not resident in Canada, a reference to a

"business" shall be read as a reference to a business wholly

carried on in Canada or such part of a business as is wholly

carried on in Canada. R.S.O. 1970, c. 91, s. 32 (9).

(8) Where, in computing the income of a corporation for
^o^^^lTan^Q)

fiscal year, an amount has beeh deducted under clause ee of

subsection 1 of section 24 or the corporation has elected

under subsection 10 of section 24 to make a deduction in

respect of an amount that would otherwise have been deductible

under that 'clause, the amount shall, if it was a payment on
account of the capital cost of depreciable property, be deemed
to have been allowed to the corporation in respect of the

property under regulations made under clause a of subsection

1 of section 24 in computing the income of the corporation,

(a) for the fiscal year; or

(h) for the fiscal year in which the property was acquired,

whichever is later. R.S.O. 1970, c. 91, s. 32 (12).

(9) Where a deduction has been made under the Canadian where
_. ' „ . . . A ,r^ T \ r deduction
Vessel Construction Assistance Act (Canada) for any year, under

subsection 1 is applicable in respect of the prescribed class Fessez

created by that Act or any other prescribed class to which ^^jft^ce^
the vessel may have been transferred. R.S.O. 1970, c. 91, "^'^^

s.32(13).

(10) For the purposes of this section and any regulations conversion

made under clause a of subsection 1 of section 24 a vessel in vessel

respect of which any conversion cost is incurred after March prescribed

23, 1967 shall, to the extent of the conversion cost, be deemed '^^^^^

to be included in a separate prescribed class. R.S.O. 1970,

c. 91, s. 32(14).

(11) Where a vessel owned by a corporation on January l.fand^su^
1966 or constructed pursuant to a construction contract division b not

1 • 11 • • *r\y^ 1
applicable

entered into by the corporation prior to 1966 and not com- in certain

pleted by that date is disposed of by the corporation before
^*^^°

1974,
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(a) subsection 1 and Subdivision B do not apply to the
proceeds of disposition,

(i) if an amount at least equal to the proceeds
of disposition is used by the corporation,

before 1974 and during the fiscal year of the

corporation in which the vessel is disposed of or

within 4 months from the end of the fiscal

year, under conditions satisfactory to the

Minister, either for replacement or to incur

any conversion cost with respect to a vessel

owned by the corporation, or

(ii) if the Minister certifies that the corporation

has, on satisfactory terms deposited,

(A) on or before the day on which the

corporation is required to file a return

of its income for the fiscal year in which
the vessel was disposed of, or

(B) on or before such day subsequent to
• the day referred to in sub-subclause A,

as the Minister may specify in respect

of the corporation,

an amount at least equal to the tax that

would, but for this subsection, be payable
by the corporation under this Part in respect

of the proceeds of disposition, or satisfactory

security therefor, as a guarantee that the

proceeds of disposition will be used before

1974 for replacement ; and

{b) the corporation may, within the time prescribed for

the filing of a return of its incOrrie for the fiscal

year in which the vessel was disposed of, elect

to have the vessel constituted a prescribed class,

or, if any conversion cost in respect of the vessel has

been included in a separate prescribed class, have
it transferred to that class, and, if the corporation

so elects, the vessel shall be deemed to have been so

transferred immediately before the disposition thereof

but this clause does not apply unless the proceeds of

disposition of the vessel exceed the amount that

would be the undepreciated capital cost of the

property of the class to which it would be so trans-

ferred. R.S.O. 1970, c. 91, s. 32 (15).
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(12) Where a vessel owned by a corporation is disposedEiection^in

of by it, the corporation may, if subsection 11 does not applyproceeds of

to the proceeds of disposition or if the corporation does notof^vessei°°

make an election under clause b of subsection 11, within the

time prescribed for the filing of a return of its income for

the fiscal year in which the vessel is disposed of, elect to have
the proceeds that would be included in computing its income
for the year by virtue of this Part treated as proceeds of

disposition of property of another prescribed class that includes

a vessel owned by the corporation. R.S.O. 1970, c. 91, s. 32 (16).

(13) Where a separate prescribed class has been constituted^j^^Sg'^^^®^

either under this Act or the Canadian Vessel Cows^rwc^tow stituted by
.. 4//^i\i- t % t

conversion
Assistance Act (Canada) bv virtue of the conversion of acost deemed

• . part of
vessel owned by a corporation and the vessel is disposed ofciass con-

by the corporation, if no election is made under clause ^vessei^on^^

of subsection 1 1 , the separate prescribed class constituted by^^^P°^^^^°'^

virtue of the conversion shall be deemed to have been trans-

ferred to the class in which the vessel was included immediately

before the disposition thereof. R.S.O. 1970, c. 91, s. 32 (17).

(14) Notwithstanding any other provision of this Act, Reassess-

where a corporation has,

(a) expended an amount as described in subclause iii

of clause c of subsection 3; or

(6) made an election under clause b of subsection 11

with respect to a vessel and the proceeds of disposi-

tion of the vessel have been used before 1974 for

replacement under conditions satisfactory to the

Minister,

such reassessments of tax, interest or penalties shall be made
as are necessary to give effect to subsections 3 and 11.

R.S.O. 1970, c. 91, s. 32(18).

(15) All or any part of a deposit made under subclause h^j*^°^j||°°

of clause a of subsection 11 or under the Canadian Vessel

Construction Assistance Act (Canada) may be paid out to or

on behalf of any corporation which, under conditions satis-

factory to the Minister and as a replacement for the vessel

disposed of, acquires a vessel before 1974,

(a) that was constructed in Canada and is registered

in Canada or is registered under conditions satis-

factory to the Minister in any country or territory

to which the British Commonwealth Merchant Ship-

ping Agreement (signed at London on December 10,

1931) applies; and
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(b) in respect of the capital cost of which no allowance

has been made to any other corporation under this

Act or the Canadian Vessel Construction Assistance

Act (Canada),

or incurs any conversion cost with respect to a vessel owned
by the corporation that is registered in Canada or is registered

under conditions satisfactory to the Minister in any country
or territory to which the said British Commonwealth Merchant
Shipping Agreement applies, but the ratio of the amount
paid out to the amount of the deposit shall not exceed the ratio

of the capital cost to the corporation of the vessel or the

conversion cost to the corporation of the vessel, as the case

may be, to the proceeds of disposition of the vessel disposed

of; and any deposit or part of a deposit not so paid out

before 1974 or not paid out pursuant to subsection 16 shall

be paid to the Treasurer of Ontario. R.S.O. 1970, c. 91,

s.32(19).

(16) Notwithstanding any other provision of this section,

where a deposit was made by a corporation under subclause ii

of clause a of subsection 11 and the proceeds of disposition

in respect of which the deposit was made are not used by any
corporation before 1974 under conditions satisfactory to the

Minister as a replacement for the vessel disposed of,

{a) to acquire a vessel described in clause a or 6 of

subsection 15; or

(b) to incur any conversion cost with respect to a vessel

owned by that corporation that is registered in

Canada or is registered under conditions satisfactory

to the Minister in any country or territory to which

the British Commonwealth Merchant Shipping Agree-

ment applies,

the Minister may refund to the corporation the deposit, or

the part thereof not paid out to the corporation under sub-

section 15, as the case may be, in which case there shall be

added, in computing the income of the corporation for the

fiscal year of the corporation in which the vessel was disposed

of, that proportion of the amount that would have been

included in computing the income of the corporation for the

year by virtue of this Part had the deposit not been made
under subclause ii of clause a of subsection 1 1 that the portion

of the proceeds of disposition not so used before 1974 as such

a replacement is of the proceeds of disposition; and notwith-

standing any other provision of this Act such reassessments

of tax, interest or penalties shall be made as are necessary

to give effect to this subsection. R.S.O. 1970, c. 91, s. 32 (20).
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(17) In this section and any regulations made under i°terpre-

clause a of subsection 1 of section 24,

{a) "conversion", in respect of a vessel, means a conver-

sion or major alteration in Canada by a corporation

in accordance with plans approved in writing by the

Minister of Industry, Trade and Commerce for pur-

poses of the Income Tax Act (Canada) and by the i^'^o-^i-^^^

.

Minister, and "conversion cost" means the cost of a

conversion as determined by the Minister;

(6) "depreciable property" of a corporation as of any
time in a fiscal year means property in respect of

which the corporation has been allowed, or is en-

titled to, a deduction under regulations made under
clause a of subsection 1 of section 24 in computing
income for that or a previous fiscal year;

(c) "disposition of property" includes any transaction

or event entitling a corporation to proceeds of dis-

position of property;

{d) "proceeds of disposition" of property includes,

(i) the sale price of property that has been sold,

(ii) compensation for property unlawfully taken,

(ill) compensation for property destroyed and any
amount payable under a policy of insurance

in respect of loss or destruction of property,

(iv) compensation for property taken under statu-

tory authority or the sale price of prop-

erty sold to a person by whom notice of an
intention to take it under statutory authority

was given,

(v) compensation for property inj uriously affected

,

whether lawfully or unlawfully or under
statutory authority or otherwise,

(vi) compensation for property damaged and any
amount payable under a policy of insurance in

respect of damage to property, except to the

extent that such compensation or amount,
' as the case may be, has within a reasonable

time after the damage been expended on re-

pairing the damage,
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(vii) an amount by which the HabiHty of a cor-

poration to a mortgagee is reduced as a result

of the sale of mortgaged property under a
provision of the mortgage, plus any amount
received by the corporation out of the pro-

ceeds of such sale, and

(viii) any amount included in computing a corpora-

tion's proceeds of disposition of the property
by virtue of clause c of section 70

;

{e) "total depreciation" allowed to a corporation before

any time for property of a prescribed class means
the aggregate of all amounts allowed to the corpora-

tion in respect of property of that class under regu-

lations made under clause a of subsection 1 of sec-

tion 24 in computing income for fiscal years before

that time;

(/) "undepreciated capital cost" to a corporation of

depreciable property of a prescribed class as of any
time means the capital cost to the corporation of

depreciable property of that class acquired before

that time minus the aggregate of,

(i) the total depreciation allowed to the corpora-

tion for property of that class before that time,

(ii) for each disposition before that time of prop-

erty of the corporation of that class, the least

of,

(A) the proceeds of disposition of the prop-

erty,

(B) the capital cost to the corporation of

the property, and

(C) the undepreciated capital cost to the

corporation of property of that class

immediately before the disposition,

(iii) each amount by which the undepreciated

capital cost to the corporation of depreciable

property of that class as of the end of a previous

year was reduced by virtue of subsection 2,

and

(iv) where the property of that class was acquired

by the corporation for the purpose of gaining

or producing income from a mine and the cor-
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poration so elects in prescribed manner and
within a prescribed time in respect of that

property, an amount equal to that portion of the

income derived from the operation of the mine
that is, by virtue of the provisions of the

Corporations Tax Application Rules, 1972 re-

lating to income from the operation of new
mines, not included in computing income of

the corporation or any other corporation ; and

{g) "vessel" means a vessel as defined in the Canada
Shipping Act (Canada). R.S.O. 1970, c. 91, s. 32 (4).

R|C- mo.

18.— (1) Where, as a result of a transaction occurring saie of

after 1971, an amount has become payable to a corporation in and other

a fiscal year in respect of a business carried on or formerly ° °^^

carried on by the corporation and the consideration given by
the corporation therefor was such that, if any payment had
been made by the corporation after 1971 for that considera-

tion, the payment would have been an eligible capital

expenditure of the corporation in respect of the business,

there shall be included in computing the corporation's income
for the year from the business the amount, if any, by which
one-half of the amount so payable, which one-half is hereafter

in this section referred to as an "eligible capital amount" in

respect of the business, exceeds the cumulative eligible

capital of the corporation in respect of the business immediately

before the amount so payable became payable to the

corporation.

(2) Where any amount is, by any provision of this Act.^^"^^*^^*

deemed to be a corporation's proceeds of disposition of any payable

property disposed of by the corporation at any time, for the

purposes of subsection 1 that amount shall be deemed to have
become payable to it at that time.

(3) Where a corporation has, during a fiscal year but ^utmequent

after the latest time at which any amount payable to the expenses

corporation, in respect of which the corporation is required

by subsection 1 to include an amount in computing its income
for the year from a business, became payable to the corporation,

made or incurred outlays or expenses that are eligible capital

expenditures in respect of the business, notwithstanding

subsection 1 and clause a of subsection 4, the following

rules apply

,

(a) if the aggregate of the amounts that would, ac-

cording to the terms of subsection 1, be included

in computing the income of a corporation for the year

from the business is equal to or exceeds its
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cumulative eligible capital in respect of the business

at the end of the year,

(i) the amount to be included in computing
the corporation's income for the year from the

business under subsection 1 is that aggregate

minus the amount that would otherwise be its

cumulative eligible capital in respect of the

business at the end of the year, and

(ii) the corporation's cumulative eligible capital

in respect of the business at the end of the

year is nil ; and

(6) if the aggregate of amounts that would, according

to the terms of subsection 1, be included in com-
puting the corporation's income for the year from
the business is less than its cumulative eligible

capital in respect of the business at the end of the

year,

(i) no amounts shall be included in computing
the corporation's income for the year from
the business under subsection 1 , and

(ii) the corporation's cumulative eligible capital

in respect of the business at the end of the

year is the amount thereof otherwise deter-

mined minus that aggregate.

Setetion (4) In this section,

"cumulative eligible capital" of a corporation at any
time in respect of a business means,

(i) one-half of the aggregate of the eligible

capital expenditures in respect of the business

made or incurred by the corporation before

that time,

minus,

(ii) the aggregate of,

(A) all amounts each of which is an amount
in respect of any fiscal year of the

corporation ending before that time,

equal to the amount deducted under
clause b of subsection 1 of section 24

in computing the income of the cor-

poration for that year from the busi-

ness,
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(B) for each eligible capital amount in

respect of the business that became
payable to the corporation before that

time, the lesser of,

1. the eligible capital amount, and

2. the cumulative eligible capital

of the corporation in respect of

the business immediately before

the disposition as a result of

which the eligible capital

amount became payable, and

(C) all amounts by which the cumulative

eligible capital of the corporation in

respect of the business at the end of

any fiscal year of the corporation

ending before that time was reduced

by virtue of subsection 3 ; and

(b) "eligible capital expenditure" of a corporation

in respect of a business means the portion of any
outlay or expense made or incurred by it, as a

result of a transaction occurring after 1971, on
account of capital for the purpose of gaining or

producing income from the business, other than any
such outlay or expense,

(i) in respect of which any amount is or would
be, but for any provision of this Act limiting

the quantum of any deduction, deductible,

otherwise than under clause b of subsection

1 of section 24, in computing the income of the

corporation from the business, or in respect of

which any amount is, by virtue of any pro-

vision of this Act other than clause b of

subsection 1 of section 22, not deductible in

computing such income,

(ii) made or incurred for the purpose of gaining

or producing income that is exempt income,

or

(iii) that is the cost of, or any part of the cost of,

(A) tangible property of the corporation,

(B) intangible property that is depreciable

property of the corpxjration.
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(C) property in respect of which any
deduction, otherwise than under clause

b of subsection 1 of section 24, is per-

mitted in computing its income from
the business or would be so permitted

if its income from the business were
sufficient for the purpose, or

(D) an interest in, or right to acquire, any
property described in any of sub-

subclauses A to C,

but, for greater certainty and without restricting

the generality of the foregoing, does not include

any portion of,

(iv) any amount paid or payable, as the case

may be, to any creditor of the corporation

as, on account or in lieu of payment of any
debt or as or on account of the redemption,

cancellation or purchase of any bond or

debenture,

(v) any amount paid or payable, as the case

may be, to a person as a shareholder of

the corporation, or

(vi) any amount that is the cost of, or any part of

the cost of,

(A) an interest in a trust,

(B) an interest in a partnership,

(C) a share, bond, debenture, mortgage,

hypothec, note, bill or other similar

property, or

(D) an interest in, or right to acquire,

any property described in any of

sub-subclauses A to C. New.

^jPpyi*- 19.—(1) Where in a fiscal year,
property
to snare-
holder (fl) a payment has been made by a corporation to a

shareholder otherwise than pursuant to a bona fide

business transaction

;

[b) funds or property of a corporation have been
appropriated in any manner whatever to, or for the

benefit of, a shareholder; or
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(c) a benefit or advantage has been conferred on a

shareholder by a corporation,

otherwise than,

(d) on the reduction of capital, the redemption of shares

or the winding-up, discontinuance or reorganization

of its business, or otherwise by way of a transaction

to which section 78 or 82 of this Act or Part II
1970-71

of the Income Tax Act (Canada) applies; c. 63 (dan.)

(e) by the payment of a dividend; or

(/) by conferring on all holders of common shares

of the capital stock of the corporation a right

to buy additional common shares thereof,

the amount or value thereof shall be included in computing
the income of the corporation that is a shareholder therein

for the year. R.S.O. 1970, c. 91, s. 20 (1) {a).

(2) Where a corporation has in a fiscal year made a loan Shareholder

to a shareholder, the amount thereof shall be included in

computing the income of the shareholder for the year unless,

(a) the loan was made,

(i) in the ordinary course of its business and the

lending of money was part of its ordinary

business,

(ii) to an officer or servant of the corporation

to enable or assist him to purchase or erect

a dwelling house for his own occupation,

(iii) to an officer or servant of the corporation

to enable or assist him to purchase from the

corporation fully paid shares of the corporation

to be held by him for his own benefit, or

(iv) to an officer or servant of the corporation

to enable or assist him to purchase an
automobile to be used by him in the per-

formance of the duties of his office or

employment,

and bona fide arrangements were made at the time
the loan was made for repayment thereof within

a reasonable time; or
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{b) the loan was repaid within one year from the end
of the fiscal year of the corporation in which

it was made and it is established, by subsequent

events or otherwise, that the repayment was not

made as a part of a series of loans and repayments,

and, where the shareholder is a corporation, the amount so

included in computing its income for the year shall be deemed
to have been received by it as a dividend.

Interest
on income
bonds

(3) An annual or other periodic amount paid by a cor-

poration resident in Canada to another corporation in respect

of an income bond or income debenture shall be deemed to

have been paid by the paying corporation and received by
the receiving corporation as a dividend on the share of the

capital stock of the paying corporation unless it is entitled

to deduct the amount so paid in computing its income.

Idem

Application

(4) An annual or other periodic amount paid by a corpora-

tion not resident in Canada to another corporation in respect

of an income bond or income debenture shall be deemed to

have been received by the receiving corporation as a dividend

unless the amount so paid was, under the laws of the country

in which the paying corporation was resident, deductible in

computing the amount for the fiscal year on which the cor-

poration was liable to pay income or profits tax imposed by
the government of that country.

(5) For greater certainty, subsections 1 and 2 are applicable

in computing the income of a shareholder for the purposes of

this Part whether or not the corporation was resident or carried

on business in Canada. R.S.O. 1970, c. 91, s. 20 (4).

Income and
capital
combined

20.—(1) Where a payment under a contract or other

arrangement can reasonably be regarded as being in part a

payment of interest or other payment of an income nature

and in part a payment of a capital nature, the part of the

payment that can reasonably be regarded as a payment of

interest or other payment of an income nature shall, irrespec-

tive of when the contract or arrangement was made or the

form or legal effect thereof, be included in computing the

recipient's income from property. R.S.O. 1970, c. 91, s. 19 (1).

Obligation
issued at
discount

1970-71,
c. 63 (Can.)

(2) Where, in the case of a bond, debenture, bill, note,

mortgage, hypothec or similar obligation issued after Decem-
ber 20, 1960 and before June 18, 1971 by a person exempt
from tax under section 149 of the Income Tax Act (Canada),

a non-resident person not carrying on business in Canada, or a

government, municipality or municipal or other public body
performing a function of government.
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(a) the obligation was issued for an amount that is less

than the principal amount thereof;

(b) the interest stipulated to be payable on the obligation,

expressed in terms of an annual rate on,

(i) the principal amount thereof, if no amount is

payable on account of the principal amount
before the maturity of the obligation, or

(ii) the amount outstanding from time to time as

or on account of the principal amount thereof,

in any other case,

is less than 5 per cent; and

(c) the yield from the obligation, expressed in terms of

an annual rate on the amount for which the obligation

was issued, which annual rate shall, if the terms of

the obligation or any agreement relating thereto

conferred upon the holder thereof a right to demand
payment of the principal amount of the obligation

or the amount outstanding as or on account of the

principal amount thereof, as the case may be, before

the maturity of the obligation, be calculated on the

basis of the yield that produces the highest annual

rate obtainable either on the maturity of the obliga-

tion or conditional upon the exercise of any such

right, exceeds the annual rate determined under

clause b by more than one-third thereof,

the amount by which the principal amount of the obligation

exceeds the amount for which the obligation was issued shall

be included in computing the income of the first owner of

the obligation who is a resident of Canada and is not a

person exempt from tax under section 149 of the Income Tax^^'^^J^^

Act (Canada) or a government, for the fiscal year of the

owner of the obligation in which it became the owner thereof.

R.S.O. 1970, c. 91, s. 19 (2), amended.

(3) Where, in the case of a bond, debenture, bill, note,^'^^'"

mortgage, hypothec or similar obligation issued after June 18,

1971 by a person exempt from tax under section 149 of the

Income Tax Act (Canada), a non-resident person not carrying

on business in Canada, or a government, municipality or

municipal or other public body performing a function of

government,

(fl) the obligation was issued for an amount that is less

than the principal amount thereof ; and

215
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(b) the yield from the obhgation, expressed in terms

of an annual rate on the amount for which the

obligation was issued, which annual rate shall, if the

terms of the obligation or any agreement relating

thereto conferred upon the holder thereof a right to

demand payment of the principal amount of the

obligation or the amount outstanding as or on account

of the principal amount thereof, as the case ifiay be,

before the maturity of the obligation, be calculated

on the basis of the yield that produces the highest

annual rate obtainable either on the maturity of the

obligation or conditional upon the exercise of any
such right, exceeds four-thirds of the interest stipu-

lated to be payable on the obligation, expressed in

terms of an annual rate on,

(i) the principal amount thereof, if no amount is

payable on account of the principal amount
before the maturity of the obligation, or

(ii) the amount outstanding from time to time as

or on account of the principal amount thereof,

in any other case,

the amount by which the principal amount of the obligation

exceeds the amount for which the obligation was issued shall

be included in computing the income of the first owner of

the obligation who is resident of Canada and is not a person

1970-71, exempt from tax under section 149 of the Income Tax Act
c. 63 (Can.)

(Canada) or a government, for the fiscal year of the owner
of the obligation in which it became the owner thereof. New.

Application (4) Subscctiou 1 does not apply to any amount received
ofsubs. (1) , ^ '

. . /- ,

by a corporation in a fiscal year,

(a) as an annuity payment

;

{b) as a refund of premiums or contributions paid by the

holder of a life annuity contract, as defined by regu-

lation, upon the death of such holder; or

(c) in satisfaction of the rights of the corporation under
a life annuity contract, as defined by regulation,

that was entered into before June 14, 1963 except

to the extent that the amount so received, exceeds

the aggregate of,

(i) the value of its rights under the contract on
the second anniversary date of the contract

to occur after October 22, 1968, and

215



41

(ii) the aggregate of premiums paid by the cor-

poration under the contract after the said

second anniversary date. R.S.O. 1970, c. 91,

s. 19(5).

(5) Subsection 1 does not apply in any case where sub-^'^^'"

section 2 or 3 appHes. R.S.O. 1970, c. 91, s. 19 (4).

2 1 .— ( 1 ) Where a corporation resident in Canada has loaned ^°*5 *°

money to a non-resident person and the loan has remained resident

outstanding for one year or longer without interest at a

reasonable rate having been included in computing the lender's

income, interest thereon, computed at 5 per cent per annum
for the fiscal year or part of the year during which the loan

was outstanding, shall, for the purpose of computing the

lender's income, be deemed to have been received by the

lender on the last day of each fiscal year during all or part

of which the loan has been outstanding.

(2) Subsection 1 does not apply If the loan was made to^^^®P<^^o°

a subsidiary controlled corporation and it is established that

the money that was loaned was used in the subsidiary cor-

poration's business for the purpose of gaining or producing
income. R.S.O. 1970, c. 91, s. 30.

Deductions

22.—(1) In computing the income of a corporation from aj^^l^tlons
business or property no deduction shall be made in respect

of,

{a) an outlay or expense except to the extent that it was J^^j^^i
^^^

made or incurred by the corporation for the purpose

of gaining or producing income from the business or

property

;

(b) an outlay, loss or replacement 6i capital, a payment {^^p^^*/q°^*^'

on account of capital or an allowance in respect of

depreciation, obsolescence or depletion except as

expressly permitted by this Part;

(c) an outlay or expense to the extent that it may Limitation

reasonably be regarded as having been made or in-fncome^

curred fot the purpose of gaining or producing exempt
income or in connection with property the income
from which would be exempt

;

{d) the annual value of property except rent for prop- Annual value

erty leased by the corporation for use in its business

;
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Reserves,
etc.

Payments on
discounted
bonds

Payments on
Income
bonds

Limitation re
employer's
contribution
under
supple-
mentary
unemploy-
ment benefit
plan

Limitation re
employer's
contribution
under
deferred
profit
sharing
plan

Limitations
re employer's
contribution
under profit
sharing plan

Use of
recreational
facilities
and club
dues

(e) an amount transferred or credited to a reserve, con-

tingent account or sinking fund except as expressly

permitted by this Part;

(/) an amount paid or payable as or on account of the

principal amount of any obligation described in

clause / of subsection 1 of section 24 except as

expressly permitted by that clause;

(g) an amount paid by a corporation as interest or

otherwise to holders of its income bonds or income
debentures unless the bonds or debentures have been
issued or the income provisions thereof have been

adopted since 1930,

(i) to afford relief to the debtor from financial

difficulties, and

(ii) in place of or as an amendment to bonds or

debentures that at the end of 1930 provided

unconditionally for a fixed rate of interest

;

(h) an amount paid by a corporation to a trustee under

a supplementary unemployment benefit plan except

as expressly permitted by section 119;

{i) an amount paid by a corporation to a trustee under

a deferred profit sharing plan except as expressly per-

mitted by section 120;

{j) an amount paid by a corporation to a trustee under

a profit sharing plan that is not,

(i) an employees profit sharing plan,

(ii) a deferred profit sharing plan, or

(iii) a registered pension fund or plan ; or

(k) an outlay or expense made or incurred by the cor-

poration after 1971,

(i) for the use or maintenance of property that is

a yacht, a camp, a lodge or a golf course or

facility, unless the corporation made or in-

curred the outlay or expense in the ordinary

course of its business of providing the property

for hire or reward, or

(ii) as membership fees or dues, whether initiation

fees or otherwise, in any club the main pur-

pose of which is to provide dining, recreational

or sporting facilities for its members.
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(/) the amount of a management or administration J^*^*8:ement

fee or charge paid or credited, or deemed to be

paid or credited, to a non-resident person to the

extent that such amount is subjected to taxation

under paragraph a of subsection 1 of section 212 g^gVcfan)
of the Income Tax Act (Canada)

;

(w) where a corporation has agreed to sell or issue special
^ ' . ri -1 ifi • Provision

shares of the capital stock of the corporation or

of a corporation with which it does not deal at

arm's length to an employee of the corporation or

of a corporation with which it does not deal at

arm's length, the income for a fiscal year of the

corporation or of a corporation with which it does not

deal at arm's length shall be deemed to be not less

than its income for the fiscal year would have been

if a benefit had not been conferred on the employee

by the sale or issue of the shares to him or to a

person in whom his rights under the agreement have
become vested. R.S.O. 1970, c. 91, s. 24.

(2) Notwithstanding clause c of subsection 1 of section 24, ^g^erufn^
in computing the income of the corporation for a fiscal year interest and

r o r
^

J
_ property

from a business or property, no deduction shall be made in taxes on land

respect of any amount paid or payable by the corporation

in the year and after 1971 as, on account or in lieu of pay-

ment of, or in satisfaction of,

{a) interest on borrowed money used to acquire land,

or on an amount payable by the corporation for

land ; or

(6) property taxes, not including income or profits taxes

or taxes computed by reference to the transfer of

property, paid or payable by the corporation in

respect of land to a province or a Canadian
municipality

,

if, having regard to all the circumstances, including the

cost to the corporation of the land in relation to its gross

revenue, if any, therefrom for that or any previous year,

the land cannot reasonably be considered to have been,

in that year,

(c) included in the inventory of a business carried on

by the corporation

;

{d) otherwise used in, or held in the course of,

carrying on a business carried on by the corporation

;

or
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(e) held primarily for the purpose of gaining or pro-

ducing income of the corporation from the land for

that year

,

except to the extent that the corporation's gross revenue,
if any, from the land for that year exceeds the aggregate of

all other amounts deducted in computing its income from the

land for that year.

^aS?Mn°^ (3) In subsection 2, "land" does not include,
subs. 2

(a) any property that is a building or other depreciable

property affixed to land

;

(6) the land subjacent to any property described in

clause a ; or

(c) such land immediately contiguous to the land

described in clause b as may reasonably be con-

sidered to be used in connection with any property
described in clause a. New.

deducwon'oP ('^) Notwithstanding any other provision of this Act, in

interest by computing the iucome for a fiscal year of a corporation
corporations resident in Canada from a business or property, no deduction

shall be made in respect of that proportion of any amount
otherwise deductible in computing its income for the year in

respect of interest paid or payable by it on outstanding

debts to specified non-residents that,

(a) the amount, if any, by which

,

(i) the greatest amount that the corporation's

outstanding debts to specified non-residents

was at any time in the year,

exceeds,

(ii) three times the aggregate of,

(A) the corporation's paid-up capital limit

within the meaning of subsection 1 of

section 83 at the commencement of

the year,

(B) the amount that the corporation's

designated surplus would be immedi-
ately after the commencement of the

year, if control of the corporation,

within the meaning of Part VII of

215
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the Income Tax Act (Canada), had been i970-7i,

^ "
c. 63 (Can.)

acquired by another corporation at

that time.

(C) the corporation's tax-paid un-
distributed surplus on hand at the

commencement of the year,

(D) the corporation's 1971 capital surplus

on hand at the commencement of the

year, and

(E) the corporation's capital dividend
account, within the meaning of sub-

section 1 of section 83 immediately
after the commencement of the year.

[h) the amount determined under subclause i of clause a

in respect of the corporation for the year. R.S.O.

1970,c. 91,s. 22.

(5) In subsection 4, "outstanding debts to specified non-^^^°^^8^°f

residents" of a corporation at any particular time in a fiscal expressions
ID. SUDS 4

year means the aggregate of amounts each of which is an
amount outstanding at that time as or on account of a debt or

other obligation to pay an amount,

(a) that was payable by the corporation to a person

who was, at any time in the year,

(i) a shareholder of the corporation who, either

alone or together with persons with whom
the shareholder was not dealing at arm's

length, owned 25 per cent or more of the

issued shares of any class of the corporation

and who was,

(A) a person not resident in Canada, or

(B) a non-resident-owned investment cor-

poration, or

(ii) a person described in sub-subclause A or B
of subclause i who was not dealing at arm's

length with a shareholder described in sub-

clause i, and

(6) on which any amount in respect of interest paid

or payable by the corporation is or would be, but
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for subsection 4, deductible in computing the cor-

poration's income for the year.

oncondfuon i^) Where any loan is made by a corporation, in this sub-

section referred to as the "first lender", to another person on
condition that a loan be made by any person, in this sub-

section referred to as the "subsequent lender", to a cor-

poration having a permanent establishment in Canada, for

the purposes of subsections 4 and 5 the lesser of,

{a) the amount of the loan so made by the first lender

to the other person ; and

(b) the amount of the loan so made by the subsequent

lender to the corporation having a permanent
establishment in Canada

,

shall be deemed to be a debt incurred by the corporation having
a permanent establishment in Canada to the first lender.

Limitation on (7) Where,
application v / »

of 8. 25 where
subs 4
applicable (a) section 25 is applicable in respect of an amount or

a part of an amount specified by a corporation resident

in Canada in its election under that section that, but
for that section, would have been deductible in com-
puting its income for a fiscal year

;

(b) a portion of the amount or of the part of the amount
described in clause a may reasonably be considered

to be an amount that, but for section 25, would have
been deductible in computing the income of the

corporation for the year in respect of interest paid or

payable by it on outstanding debts to specified non-

residents ; and

(c) subsection 4 is or would be, if this Act were read

without reference to section 25, applicable in com-
puting the income of the corporation for the year,

notwithstanding section 25, that proportion of the portion

described in clause b that, but for this subsection, would,

{d) be added by virtue of section 25 to the capital cost

to the corporation of depreciable property acquired

by it ; or

{e) be deemed by section 25 to be exploration, prospecting

and development exp)enses incurred by it in the year

,
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as the case may be, that the amount determined under clause a

of subsection 4 in respect of the corporation for the year is of the

amount determined under clause h of subsection 4 in respect of

the corporation for the year shall not be so added or be so

deemed, as the case may be.

23. In computine: income, no deductions shall be made in Limitation

respect of an otherwise deductible outlay or expense of a expense

corporation for advertising space in an issue of a non-

Canadian newspaper or periodical dated after the 31st day of

December, 1965, for an advertisement directed primarily to

a market in Canada if such outlay or expense is not deductible

in computing its income under Part I of the Income Tax Act i^'^^-Ji-

(Canada) pursuant to section 19 of that Act. R.S.O. 1970,

c. 91, s. 24 (3), amended.

24.— (1) Notwithstanding clauses a and h of subsection 1 Deductions
r , rv/-> • ,• J.- > • £ n ^

permitted
of section 22, in computing a corporation s income for a fiscal m computing

year from a business or property, there may be deducted business'or"

such of the following amounts as are wholly applicable to P^'op^r^^y

that source or such part of the following amounts as may
reasonably be regarded as applicable thereto

,

(a) such part of the capital cost to the corporation capital cost

of property, or such amount in respect of the capital ° p^°p®^ ^

cost to the corporation of property, if any, as is

allowed by regulation

;

{b) such amount as the corporation may claim in respect
eu'^bie

^*^^

of any business, not exceeding 10 per cent of its capital

cumulative eligible capital in respect of the business

at the end of the year

;

(c) an amount paid in the year or payable in respect of the interest

fiscal year, depending upon the method regularly

followed by the corporation in computing its income,

pursuant to a legal obligation to pay interest on,

(i) borrowed money used for the purpose of

earning income from a business or property,

other than borrowed money used to acquire

property the income from which would be
exempt or to acquire a life insurance policy,

(ii) an amount payable for property acquired

for the purpose of gaining or producing income
therefrom or for the purpose of gaining or

producing income from a business, other than
property the income from which would be
exempt or property that is an interest in a
life insurance policy, or
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(iii) subject to the approval of the Minister, an
amount paid to the corporation under,

(A) an Appropriation Act (Canada) for the

purpose of advancing or sustaining the

technological capability of Canadian
manufacturing or other industry, or

(B) the Northern Mineral Exploration As-

sistance Regulations made under an
Appropriation Act (Canada),

or a reasonable amount in respect thereof, which-

ever is the lesser

;

interest'^'^ (^) an amount paid in the fiscal year pursuant to a legal

obligation to pay interest on an amount that would
be deductible under clause c if it were paid in the fiscal

year or payable in respect of the fiscal year;

^suing^°^ (^) an expense incurred in the fiscal year,
shares or
borrowing

,-x , r ,i- , r ,money (i) m the course of issumg or sellmg shares of the

capital stock of the corporation, or

(ii) in the course of borrowing money used by the

corporation for the purpose of earning income
from a business or property, other than money
used by the corporation for the purpose of

acquiring property the income from which
would be exempt,

but not including any amount in respect of,

(iii) a commission or bonus paid or payable to a

person to whom the shares were issued or sold

or from whom the money was borrowed, or

for or on account of services rendered by a

person as a salesman, agent or dealer in securi-

ties in the course of issuing or selling the

shares or borrowing the money, or

(iv) an amount paid or payable as or on account
of the principal amount of the indebtedness

incurred in the course of borrowing the money,
or as or on account of interest;

on^certain (/) ^^ amount paid in the year in satisfaction of the
obligations principal amount of any bond, debenture, bill, note,

mortgage, hypothec or similar obligation issued by

215



49

the corporation after June 18, 1971 on which interest

was stipulated to be payable, to the extent that the

amount so paid does not exceed,

(i) in any case where the obligation was issued

for an amount not less than 97 per cent of the

principal amount thereof, and the yield from

the obligation, expressed in terms of an annual

rate on the amount for which the obligation

was issued, which annual rate shall, if the terms

of the obligation or any agreement relating

thereto conferred upon the holder thereof a

right to demand payment of the principal

amount of the obligation or the amount out-

standing as or on account of the principal

amount thereof, as the case may be, before

the maturity of the obligation, be calculated

on the basis of the yield that produces the

highest annual rate obtainable either on the

maturity of the obligation or conditional upon
the exercise of any such right, does not exceed

four-thirds of the interest stipulated to be

payable on the obligation, expressed in terms

of an annual rate on,

(A) the principal amount thereof, if no
amount is payable on account of the

principal amount before the maturity

of the obligation, or

(B) the amount outstanding from time to

time as or on account of the principal

amount thereof, in any other case,

the amount by which the lesser of the principal

amount of the obligation and the amount so

paid in satisfaction of the principal amount
thereof exceeds the amount for which the

obligation was issued, and

(ii) in any other case, one-half of the amount
by which the lesser of the principal amount
of the obligation and the amount so paid in

• satisfaction of the principal amount thereof

exceeds the amount for which the obligation

was issued;

(g) an amount payable in the year as a fee for services Share^^^

rendered by a person as a registrar of or agent for and other

the transfer of shares of the capital stock of the
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Idem

Idem

Certification
fee paid to
banK

R.S.C. 1970,
c. B-1

corporation or as an agent for the remittance to

shareholders of the corporation of dividends declared

by it;

(h) an amount payable in the year as a fee to a stock

exchange for the listing of shares of the capital stock
of the corporation

;

(i) an expense incurred in the year in the course of

printing and issuing a financial report to shareholders

of the corporation or to any other person entitled by
law to receive such report;

{j) an amount payable by the corporation in the year
as a fee to a bank to which the Bank Act (Canada)
or the Quebec Savings Banks Act applies for the

certification of a non-interest-bearing post-dated bill

drawn by the corporation on the bank and payable
not more than 90 days from the date of the certi-

fication
;

Sale of
bill

Repayment
of loan by
shareholder

(k) where a bill described in clause j that was drawn
by the corporation has been sold by the corporation

in the fiscal year, the amount, if any, by which the
principal amount of the bill exceeds the considera-

tion paid by the purchaser to the corporation for the
bill so sold

;

(/) such part of any loan repaid by the corporation in

the fiscal year as was by subsection 2 of section 19

required to be included in computing the income of the

corporation for a previous year, except to the extent

that the amount of the loan was deductible from the

corporation's income for the purpose of computing
its taxable income for that previous year, if it is

established by subsequent events or otherwise that

the repayment was not made as part of a series of

loans and repayments;

Combined
Income and
capital

(w) such part of a payment,

(i) repaying borrowed money used for the purpose
of earning income from a business or property,

other than borrowed money used to acquire

property the income from which would be
exempt, or

(ii) for property acquired for the purpose of gain-

ing or producing income therefrom or for the

purpose of gaining or producing income from
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a business , other than property the income from
which would be exempt,

made by the corporation in the fiscal year as is

by subsection 1 of section 20 required to be included

in computing the recipient's income for a fiscal year;

(«) a reasonable amount as a reserve for, Reserve for
^ ' doubtful

debts

(i) doubtful debts that have been included in

computing the income of the corporation for

that fiscal year or a previous fiscal year, and

(ii) doubtful debts arising from loans made in the

ordinary course of business by a corporation

part of whose ordinary business was the lend-

ing of money

;

(o) subject to subsection 7, where amounts described ^®s®^J^®J°

in clause a of subsection 1 of section 16 have been certain

included in computing the corporation's income services

from a business for the fiscal year or a previous

fiscal year, a reasonable amount as a reserve in

respect of,

(i) goods that it is reasonably anticipated will

have to be delivered after the end the year,

(ii) services that it is reasonably anticipated will

have to be rendered after the end of the year,

(iii) periods for which rent or other amounts for

the possession or use of land or chattels have
been paid in advance, or

(iv) repayments under arrangements or under-

standings of the class described in subclause

ii of clause a of subsection 1 of section 16 that it

is reasonably anticipated will have to be made
after the end of the year on the return or

resale to the corporation of articles other than
bottles

;

ip) where an amount has been included in computing the ^^^^^^^^ ^°^^.

corporation's income from the business for the fiscal receivable
^

, • /- 1 , r until later
year or tor a previous fiscal year in respect of prop- year

erty sold in the course of the business and that

amount or a part thereof is not receivable,

(i) where the property sold is property other

than land, until a day that is,
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(A) more than 2 years after the day on
which the property was sold,

and

Reserve for
quadrennial
survey

R.S.C. 1970,
c. S-9

(B) after the end of the fiscal year, or

(ii) where the property sold is land, until a day
that is after the end of the fiscal year,

a reasonable amount as a reserve in respect of such

part of the amount so included in computing the

income as may reasonably be regarded as a portion

of the profit from the sale;

{q) such amount as may be prescribed as a reserve for

expenses to be incurred by the corporation by reason

of quadrennial or other special surveys required under

the Canada Shipping Act (Canada), or the regula-

tions thereunder, or under the rules of any society or

association for the classification and registry of ship-

ping approved by the Minister of Transport for the

purposes of the Canada Shipping Act (Canada);

Bad debts ^f) the aggregate of debts owing to the corporation,

(i) that are established by the corporation to have
become bad debts in the fiscal year, and

(ii) that have, except in the case of debts arising

from loans made in the ordinary course of

business by a corporation part of whose ordin-

ary business was the lending of money, been
included in computing the income of the cor-

poration for the fiscal year or a previous fiscal

year;

Employer's
contributlor
to pension
fund

(s) an amount paid by the corporation in the fiscal year

or within 120 days from the end of the fiscal year

to or under a registered pension fund or plan in

respect of services rendered by employees of the cor-

poration in the fiscal year, subject, however, as follows

:

(i) in any case where the amount so paid is

the aggregate of amounts each of which is

identifiable as a specified amount in respect

of an individual employee of the corporation,

the amount deductible under this clause in

respect of any one such individual employee
is the lesser of the amount so specified in

respect of that employee and $2,500, and
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(ii) in any other case, the amount deductible

under this clause is the lesser of the amount
so paid and an amount determined in pre-

scribed manner, not exceeding, however,
$2,500 multiplied by the number of employees
of the corporation in respect of whom the

amount so paid by the corporation was paid
by it,

plus such amount as may be deducted as a special

payment under clause u
;

(t) where a registered pension fund or plan contains i^em

a provision under which the corporation may provide

superannuation or pension benefits for an employee
or former employee of the corporation by making a

lump sum payment to or under the fund or plan

in the fiscal year in which the employee or former

employee,

(i) becomes eligible to retire,

(ii) retires or otherwise ceases to be employed
by the corporation, or

(iii) reaches an age at which the superannuation

or pension benefits so provided for become
payable or commence to be payable to him,

an amount paid by the corporation in the fiscal year

or within 60 days from the end of the fiscal year

pursuant thereto as the lump sum in respect of an
employee or former employee who, in the fiscal year,

became eligible to retire, retired or otherwise ceased

to be employed by the corporation or reached the age

referred to in subclause iii, except to the extent

that it is deductible under clause s

;

(m) where the corporation is an employer, the amount Employer's

of a special payment made by it in the fiscal year tnbution

on account of an employees' superannuation or pension
fund or plan in respect of past services of employees
pursuant to a recommendation by a qualified

actuary in whose opinion the resources of the fund or

plan were required to be augmented by an amount
not less than the amount of the special payment to

ensure that all the obligations of the fund or plan

to the employees may be discharged in full, if the

payment was made so that it is irrevocably vested

in or for the fund or plan and the payment has been
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Scientific
research

approved by the Minister, and for greater certainty

and without restricting the generality of this clause,

it is hereby declared that this clause is applicable

where the resources of a fund or plan were required

to be augmented by reason of an increase in the

superannuation or pension benefits payable out of

or under the fund or plan

;

(v) such amount in respect of expenditures on scientific

research as is permitted by section 39

;

Patronage
dividends

(w) such amounts in respect of payments made by the

corporation pursuant to allocations in proportion

to patronage as are permitted by section 112;

Mining taxes (^x) such amount as is allowed by regulation in respect

of taxes on income for the fiscal year from mining
operations

;

Employer's
contribution
under profit
sharing plan

{y) an amount paid by a corporation to a trustee in trust

for employees of such corporation or of a corporation

with which such corporation does not deal at arm's

length, under an employees profit sharing plan as

permitted by section 118;

Employer's
contribution
under
registered
supple-
mentary
unemploy-
ment
benefit plan

Employer's
contribution
under
deferred
profit
sharing plan

Cancellation
of lease

Landscaping
of grounds

{z) an amount paid by the corporation to a trustee under
a registered supplementary unemployment benefit

plan as permitted by section 119;

(aa) an amount paid by the corporation to a trustee

under a deferred profit sharing plan as permitted
by subsection 5 of section 120

;

{bb) an amount that would not otherwise be deductible,

paid by the corporation in the fiscal year to a person

with whom it was dealing at arm's length for the

cancellation of a lease of property of the corporation

leased by it to that person

;

CO an amount paid by the corporation in the fiscal year
for the landscaping of grounds around a building

or other structure of the corporation that is used by it

primarily for the purpose of gaining or producing
income therefrom or from a business

;

One-half fees
paid to in-
vestment
counsel

[dd) an amount equal to one-half of the fee paid by the

corporation in the fiscal year to a person for advice

as to the advisability of purchasing or selling a
specific share or security, if that person's principal

business is advising others as to the advisability of

purchasing or selling specific shares or securities;
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{ee) an amount paid by the corporation in the fiscal year Expenses of

as or on account of expenses incurred by it in making sentation

any representation relating to a business carried

on by it,

(i) to the government of a country, province or

state or to a municipal or public body per-

forming a function of government in Canada, or

(ii) to an agency of a government or of a

municipal or public body referred to in sub-

clause i that had authority to make rules,

regulations or by-laws relating to the business

carried on by the corporation,

including any representation for the purpose of

obtaining a licence, permit, franchise or trade mark
relating to the business carried on by the corporation

;

(ff) an amount paid by the corporation in the fiscal year 0° gf^
"^**^^°°

for investigating the suitability of a site for a

building or other structure planned by the corporation

for use in connection with a business carried on by
the corporation ; and

(gg) an amount paid by the corporation in the fiscal year utilities

to a person, other than a person with whom the connection

corporation was not dealing at arm's length, for the

purpose of making a service connection to its place of

business for the supply, by means of wires, pipe or

conduits, of electricity, gas, telephone service, water

or sewers supplied by such person, to the extent that

the amount so paid was not paid,

(i) to acquire property of the corporation, or

(ii) as consideration for the goods or services for

the supply of which the service connection

was undertaken or made. R.S.O. 1970, c. 91,

s. 23, amended.

(2) No corporation shall sell, pledge, assign or in any way^^po^^^^f

dispose of any security received by it as payment in whole or where
'^

f
•' -' 111-11 -1 reserve re

in part for any property sold by it, where the corporation has sale of

set up a reserve in respect of the sale of the property under this^'^^^®'^
^

section unless the corporation has provided the Minister, in

writing, with the names of the purchaser, pledgee or assignee

and with the amount of cash to be received by the corporation

for the security and has obtained the written consent of the

Minister with respect to such transaction. R.S.O. 1970, c. 91,

s. 61 (9).
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So'ne:^^'^ (^) Po^ *he purposes of clause c of subsection 1, where a
corporation has borrowed money in consideration of its promise
to pay a larger amount and to pay interest on the larger amount,

(a) the larger amount shall be deemed to be the amount
borrowed ; and

(b) where the amount actually borrowed has been used
in whole or in part for the purpose of earning income
from a business or property, the proportion of the larger

amount that the amount actually so used is of the
amount actually borrowed shall be deemed to be the

amount so used. R.S.O. 1970, c. 91, s. 23 (6).

(4) For greater certainty, it is hereby declared that where a
corporation has borrowed money,

{a) to repay money previously borrowed ; or

Idem

{b) to pay an amount payable for property described

in subclause ii of clause c of subsection 1 previously

acquired

,

Uncol-
lectable
portion of
proceeds
of dis-
position
of
depreciable
property

the bop-owed money shall, for the purposes of section 25 and
clause c or m of subsection 1 , be deemed to have been used for

the purpose for which the money previously borrowed was
used or was deemed by this subsection to have been used, or to

acquire the property in respect of which the said amount was
so payable, as the case may be. R.S.O. 1970, c. 91, s. 23 (7).

(5) Where an amount that is owing to a corporation as or on
account of the proceeds of disposition of depreciable property
of the corporation of a prescribed class is established by it to
have become a bad debt in a fiscal year, there may be
deducted in computing the income of the corporation for the
fiscal year, the lesser of,

(a) the amount so owing to the corporation ; and

(6) the amount, if any, by which the capital cost to the

corporation of that property exceeds the aggregate of

the amounts, if any, realized by it on account of the
proceeds of disposition. R.S.O. 1970, c. 91, s. 23 (14).

|aieof (6) Where depreciable property of a corporation has, in a
for sale of fiscal year, been disposed of to a person with whom the

included corporation was dealing at arm's length, and the proceeds of

o^Sf^position disposition include an agreement for sale of or mortgage or

hypothec on land that the corporation has, in a subsequent
fiscal year, sold to a person with whom it was dealing at
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arm's length, there may be deducted in computing the income
of the corporation for the subsequent fiscal year an amount
equal to the lesser of,

{a) the amount, if any, by which the principal amount
of the agreement for sale, mortgage or hypothec
outstanding at the time of the sale exceeds the con-

sideration paid by the purchaser to the corporation

for the agreement for sale, mortgage or hypothec;
and

(b) the amount determined under clause a less the

amount, if any, by which the proceeds of disposition

of the depreciable property exceed the capital cost

to the corporation of that property. R.S.O. 1970,

c. 91, s. 23 (15).

(7) Where an amount is deductible in computing income special

r n ^ 1 ^ r i -4 • reSerVCS
for a fiscal year under clause o of subsection 1 as a reserve m
respect of,

{a) articles of food or drink that it is reasonably anti-

cipated will have to be delivered after the end of the

year; or

(6) transportation that it is reasonably anticipated will

have to be provided after the end of the year,

there shall be substituted for the amount determined there-

under an amount not exceeding the aggregate of amounts
included in computing the corporation's income from the

business for the year that were received or receivable, depend-
ing on the method regularly followed by the corporation in

computing its profit, in the year in respect of,

(c) articles of food or drink not delivered before the end
of the year; or

{d) transportation not provided before the end of the

year,

as the case may be. R.S.O. 1970, c. 91, s. 61 (3).

(8) Clause o of subsection 1 does not apply to allow a^'^'^^P'^^"

deduction,

{a) as a reserve in respect of guarantees, indemnities or

warranties;

{b) in computing the income of a corporation for a fiscal

year from a business in any case where the corpora-
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tion's income for the fiscal year from that business

is computed in accordance with the method authorized

by subsection 1 of section 31 ; or

as a reserve in respect of insurance, except that an
insurance corporation shall, in computing its income
for a fiscal year from an insurance business, other

than a life insurance business, carried on by it,

deduct as policy reserves such amounts as are pre-

scribed for the purposes of this clause. R.S.O. 1970,

c. 91,s. 61 (4).

No deduction
in respect of
property
in certain
circum-
stances

of subs.
(l)(ee)

(9) Clause p of subsection 1 does not apply to allow a

deduction in computing the income of a corporation for a

fiscal year from a business in respect of property sold in

the course of the business where the corporation ceases to have
a permanent establishment in Canada or becomes exempt
from tax under any provision of this Part at any time in the

fiscal year or in the immediately following fiscal year. R.S.O.

1970,c. 91,s. 61 (7).

(10) In lieu of making any deduction of an amount per-

mitted by clause ee of subsection 1 in computing its income
for a fiscal year from a business a corporation may, if it so

elects in prescribed manner, make a deduction of one-tenth

of that amount in computing its income for that fiscal year

and a like deduction in computing its income for each of the

immediately following fiscal years. R.S.O. 1970, c. 91, s. 23(17).

Foreign
state
income
taxes

(11) In computing the income of a corporation for a fiscal

year from a business carried on by the corporation in a country

other than Canada, there may be deducted the amount, if any,

of any income or profits taxes paid to the government of a
state, province or other political subdivision of that country
to the extent that such taxes.

(a) were deductible under the laws of that country in

computing the amount for the year on which the cor-

poration is liable to pay income or profits tax imposed
by the government of that country ; and

(6) may reasonably be regarded as having been paid in

respect of the income of the corporation for the fiscal

year from that business. New.

Accrued
bond
interest

(12) Where, by virtue of an assignment or other transfer of

a bond, debenture or similar security, other than an income
bond or an income debenture, including for greater certainty

an assignment or other transfer after June 18, 1971 of a bill,

note, mortgage, hypothec or similar obligation, the transferee
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has become entitled to interest in respect of a period commen-
cing before the time of transfer and ending after that time that

is not payable until after the time of transfer, an amount
equal to that proportion of the interest that the number of

days in the portion of the period that preceded the day of

transfer is of the number of days in the whole period,

(a) shall be included in computing the income of the

transferor for the fiscal year in which the transfer was
made; and

(b) may be deducted in computing the income of the

transferee for a fiscal year in the computation of which

there has been included,

(i) the full amount of the interest under sec-

tion 16, or

(ii) aportionof the interest under clause a. R.S.O.

1970,c. 91,s. 31.

25.—(1) Where in a fiscal year a corporation has acquired costjjf^^

property in respect of which the corporation is entitled to money

a deduction under regulations made under clause a of subsection

1 of section 24 in computing its income for that fiscal year,

in this section referred to as "depreciable property", if the

corporation so elects in prescribed manner on or before the

day on or before which the corporation is required by section

145 to file its return of income for the fiscal year,

{a) in computing the corporation's income for the fiscal

year and for such of the three immediately preceding

fiscal years as the corporation had, if any, clauses

c, d and e of subsection 1 of section 24 do not apply

to the amount or to the part of the amount specified

by the corporation in its election that, but for this

subsection, would have been deductible in computing
the corporation's income, other than exempt income,

for the fiscal year and for those immediately pre-

ceding fiscal years, if any, by virtue of those clauses

in respect of borrowed money used to acquire the

depreciable property or the amount payable for the

depreciable property acquired by it ; and

(6) the amount or part of the amount, as the case may
be, described in clause a shall be added to the

capital cost to it of the depreciable property so

acquired by it. R.S.O. 1970, c. 91, s. 68 (1). Borrowed
money
used for

(2) Where in a fiscal year a corporation has used borrowed exploration,

money for the purpose of exploration, prospecting or develop- and
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ment, and the expenses incurred by the corporation in respect

of exploration, prospecting and development are deductible

in computing its income for the fiscal year by virtue of section

63 or would be so deductible by virtue of that section if the

corporation had sufficient income for that fiscal year to permit

the deduction, if the corporation so elects in prescribed manner
on or before the day on or before which the corporation is

required by section 145 to file its return of income for the

fiscal year,

{a) in computing its income for the fiscal year and for

such of the three immediately preceding fiscal years as

the corporation had, if any, clauses c, d and e of

subsection 1 of section 24 do not apply to the amount
or to the part of the amount specified by it in its

election that, but for this subsection, would have been

deductible in computing the corporation's income,

other than exempt income, for the fiscal year and for

those immediately preceding fiscal years, if any, by
virtue of those clauses in respect of borrowed money
used for exploration, prospecting and development;

and

{b) the amount or the part of the amount, as the case may
be, described in clause a shall be deemed to be

exploration, prospecting and development expenses

incurred by the corporation in the fiscal year.

R.S.O. 1970, c. 91, s. 68(2).

(3) In computing the income of the corporation for a fiscal

year, where the corporation,

{a) in any preceding fiscal year made an election under

subsection 1 in respect of borrowed money used to

acquire depreciable property or an amount payable

for depreciable property acquired by it ; and

(6) in each fiscal year, if any, after that preceding fiscal

year and before the fiscal year, made an election

under this subsection covering the total amount that,

but for this subsection, would have been deductible

in computing the corporation's income, other than

exempt income, for each such year by virtue of

clauses c, d and e of subsection 1 of section 24 in

respect of the borrowed money used to acquire the

depreciable property or the amount payable for the

depreciable property acquired by it,

if it so elects in prescribed manner on or before the day
on or before which it is required by section 145 to file its

return of income for the fiscal year, clauses c, d and e of
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subsection 1 of section 24 do not apply to the amount or to the

part of the amount specified by it in its election that, but for

this subsection, would have been deductible in computing
the corporation's income, other than exempt income, for the

fiscal year by virtue of those clauses in respect of the borrowed
money used to acquire the depreciable property or the amount
payable for the depreciable property acquired by it, and the said

amount or part of the amount, as the case may be, shall be added
to the capital cost to it of the depreciable property so acquired

by it. R.S.O. 1970, c. 91, s. 68 (3).

(4) In computing the income of a corporation for a fiscan<ie"^

year, where the corporation,

(a) in any preceding fiscal year made an election under

subsection 2 in respect of borrowed money used for

the purpose of exploration, prospecting or develop-

ment; and

(6) in each fiscal year, if any, after that preceding year

and before the fiscal year, made an election under
this subsection covering the total amount that, but

for this subsection, would have been deductible in

computing its income, other than exempt income, for

each such year by virtue of clauses c, d and e of sub-

section 1 of section 24 in respect of the borrowed
money used for the exploration, prospecting and
development,

if the corporation so elects in prescribed manner on or before

the day on or before which it is required by section 145 to

file its return of income for the fiscal year, clauses c, d and e of

subsection 1 of section 24 do not apply to the amount or to

the part of the amount specified by it in its election that, but

for this subsection, would have been deductible in computing
the corporation's income, other than exempt income, for the

fiscal year by virtue of those clauses in respect of the borrowed
money used for the exploration, prospecting and develop-

ment, and the said amount or part of the amount, as the case

may be, shall be deemed to be exploration, prospecting and
development expenses incurred by the corporation in the

year. R.S.O. 1970, c. 91, s. 68 (4).

(5) Notwithstanding any other provision of this Act, where ^^^^^.^g®^^'

a corporation has made an election in accordance with the

provisions of subsection 1 or 2, such reassessments of tax,

interest or penalties shall be made as are necessary to give

effect thereto. R.S.O. 1970, c. 91, s. 68 (5).
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Sale of
accounts
receivable

Ceasing to Carry on Business

26.—(1) Where a person who has been carrying on a

business has, in a fiscal year, sold all or substantially all the

property used in carrying on the business, including the

debts that have been or will be included in computing his

income for that fiscal year or a previous fiscal year and that

are still outstanding, and including the debts arising from
loans made in the ordinary course of his business if part

of his ordinary business was the lending of money and that

are still outstanding, to a purchaser who proposes to continue

the business which the vendor has been carrying on, if the

vendor and the purchaser have executed jointly an election

in prescribed form to have this section apply, the following

rules are applicable,

(a) there may be deducted in computing the vendor's

income for the fiscal year an amount equal to the

difference between the face value of the debts so

sold, other than debts in respect of which the vendor

has made deductions under clause r of subsection 1

of section 24, and the consideration paid by the pur-

chaser to the vendor for the debts so sold;

(6) an amount equal to the difference described in clause

a shall be included in computing the purchaser's in-

come for the fiscal year;

(c) the debts so sold shall be deemed, for the purposes

of clauses n and r of subsection 1 of section 24 to

have been included in computing the purchaser's

income for the fiscal year or a previous fiscal year

but no deduction may be made by the purchaser

under clause r of subsection 1 of section 24 in respect

of a debt in respect of which the vendor has pre-

viously made a deduction ; and

(d) each amount deducted by the vendor in computing
income for a previous fiscal year under clause ;' of

subsection 1 of section 24 in respect of any of the

debts so sold shall be deemed, for the purpose of

clause i of subsection 1 of section 16, to have been

so deducted by the purchaser. R.S.O. 1970, c. 91,

s. 62 (1).

statement
by vendor
and
purchaser

(2) An election executed for the purposes of subsection 1

shall contain a statement by the vendor and the purchaser

jointly as to the consideration paid for the debts sold by the

vendor to the purchaser and that statement shall, as against

the Minister, be binding upon the vendor and the purchaser
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in so far as it may be relevant in respect of any matter arising

under this Act. R.S.O. 1970, c. 91, s. 62 (2), amended; R.R.O.

1970, Reg. 814.

27.—(1) Where, upon or after disposing of or ceasing topj^^^of^^

carry on a business or a part of a business, a corporation has sold

all or any part of the property that was included in the

inventory of the business, the property so sold shall, for the

purposes of this Part, be deemed to have been sold by the

corporation in the course of carrying on the business. R.S.O.

1970, c. 91, s. 63 (1).

(2) Where a person who has been carrying on a business has ffto^ rice*^

sold all or part of the property that was included in the paid by
VGHQOr dillQ

inventory of the business, whether or not he has disposed purchaser

of or ceased to carry on that business or a part of that business,

to a person who has used all or part of the property so sold as

inventory of a business carried on or to be carried on by the

purchaser, and the amount of the consideration paid by the

purchaser is, in part, consideration for the property so sold and,

in part, consideration for something else, the following rules

are applicable,

[a) such part of the consideration as the vendor and the

purchaser have, in writing, agreed to be the price paid

for the property so sold shall be deemed, both for the

purpose of computing income from the business of the

vendor and for the purpose of computing income from

the business of the purchaser, to be the price so paid

;

and

{h) where an agreement as contemplated by clause a

has not been filed with the Minister within sixty days
after notice in writing by the Minister has been

forwarded to the vendor and the purchaser that such

an agreement is required for the purpose of any
assessment of tax under this Act, such part of the

consideration paid as is fixed by the Minister shall be

deemed to be the price agreed upon by them as the

price paid for the property so sold. R.S.O. 1970,

c.91,s.63(2).

(3) A reference in this section to property that was included 5fJrop"rty
in the inventory of a business shall be deemed to include inch^^f^^d^^^

a reference to property that would have been so included

if the income from the business had not been computed in

accordance with the method authorized by subsection 1 of

section 31 or clause d of subsection 1 of section 36. R.S.O.

1970,c. 91,s. 63(3).
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carfy on*^"
28.—(1 ) Notwithstanding clause h of subsection 1 of section

business 22, where a corporation has ceased to carry on a business,

in computing the income of the corporation for its fiscal

year in which it so ceased to carry on the business,

{a) there shall be deducted the amount of its cumulative
eligible capital in respect of the business at the

time the corporation so ceased to carry on the business

;

{h) no amount is deductible by virtue of clause b of

subsection 1 of section 24 in respect of the business

;

and

(c) notwithstanding clause a of subsection 4 of section

18, its cumulative eligible capital in respect of the

business immediately after the time the corporation

so ceased to carry on the business shall be deemed to be
nil.

J^iness (^) Where an individual has ceased to carry on a business and

b^'controiied
thereafter a corporation controlled directly or indirectly in any

corporation manner whatever by him, has carried on the business, in

computing the cumulative eligible capital in respect of the

business of the corporation at any time after the end of the
fiscal year in which the individual so ceased to carry on the

business, there shall be included the amount of the individual's

cumulative eligible capital in respect thereof at the end of that

fiscal year. New.

Special Cases

Banks 29.— (1) There shall be included in computing the income
for a fiscal year of a bank, the amount by which the aggregate

of the amounts that, at the end of the fiscal year, are set

aside or reserved by way of write-down of the value of assets

or appropriation to contingency reserves or contingent accounts

for the purpose of meeting losses on loans, bad or doubtful

debts, depreciation in the value of assets other than bank
premises, or other contingencies, is, in the opinion of the

Minister, having regard to all the circumstances, in excess

of the reasonable requirements of the bank. R.S.O. 1970,

c. 91.S. 21.

^^®™
(2) Notwithstanding clauses a and h of subsection 1 of

section 22, there may be deducted in computing the income
for a fiscal year of a bank, such amount as is set aside or

reserved for the fiscal year either by way of write-down

of the value of assets or appropriation to any contingency

reserve or contingent account for the purpose of meeting

losses on loans, bad or doubtful debts, depreciation in the
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value of assets other than bank premises, or other con-

tingencies, and is, in the opinion of the Minister, having regard

to all the circumstances, not in excess of the reasonable

requirements of the bank. R.S.O. 1970, c. 91, s. 23 (8).

30.—(1) Where a corporation to which the exemptions pro- colorations
vided by section 1 of section 122 and the specially reduced
tax provided by subsection 1 of section 135 would otherwise

apply is prescribed by regulation, such exemptions and specially

reduced tax do not apply. R.S.O. 1970, c. 91, s. 59 (1).

(2) Where land has been transferred to a corporation pre-
^f^f"jf^^^^

scribed in the regulations for the purpose of disposition, thefordis-

acquisition of the property by the corporation and any dis-

position thereof shall be deemed not to have been in the

course of the business carried on by the corporation. R.S.O.

1970,c. 91.S. 59(4).

31.—(1) For the purpose of computing the income of a cor-^^g/^ggf

poration for a fiscal year from a farming business, the income
from the business for that fiscal year may, if the corporation

so elects under subsection 1 of section 28 of the Income Tax A ct ^^'^Jtlh ,
c. 63 (Can.)

(Canada), be computed in accordance with a method, herein-

after in this section referred to as the "cash" method, whereby
the income therefrom for that fiscal year shall be deemed to be
an amount equal to,

{a) the aggregate of all amounts that,

(i) were received in the year, or are deemed by
this Act to have been received in the year, in

the course of carrying on the business, and

(ii) were in payment of or on account of an amount
that would, if the income from the business

were not computed in accordance with the

cash method, be included in computing income
therefor for that or any other year,

minus,

{b) the aggregate of all amounts that,

(i) were paid in the year, or are deemed by this

Act to have been paid in the year, in the

course of carrying on the business, and

(ii) were in payment of or on account of an amount
that would, if the income from the business

were not computed in accordance with the

215
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Idem

Concur-
rence of
Minister

cash method, be deductible in computing in-

come therefrom for that or any other year,

and minus any deductions for the year permitted by clauses

a and b of subsection 1 of section 24. R.S.O. 1970, c. 91,

s. 64 (1) (a).

(2) Subsection 1 does not apply for the purpose of computing
the income of a corporation for a fiscal year from a farming

business carried on by it jointly with one or more other per-

sons, unless each of the other persons by whom the business

is jointly carried on has elected to have his income from the

business for that year computed in accordance with the

method authorized by that subsection. R.S.O. 1970, c. 91,

s. 64(2).

(3) Where a corporation has filed a return under Part V
for a fiscal year wherein its income for that fiscal year from a

farming business has been computed in accordance with the

method authorized by subsection 1, income from the business

for a subsequent fiscal year shall, subject to the other pro-

visions of this Part, be computed in accordance with that

method unless the corporation, with the concurrence of the

Minister and upon such terms and conditions as are specified

by the Minister, adopts some other method. R.S.O. 1970,

c. 91, s. 64(3).

Change in
(4) Where a corporation that, at a time when it was a

residence ^ ' ^
. ^

'

. , . ,

resident of Canada, carried on a busmess the mcome from

which was computed in accordance with the method authorized

by subsection 1 has, upon or after disposing of or ceasing to

carry on the business or a part of the business, ceased to

be a resident of Canada in a fiscal year, an amount equal

to the value, at the time it ceased to be a resident of Canada,

of,

{a) such part of the property that would have been

included in the inventory of the business or the part

of the business if the income from the business had
not been computed in accordance with the method
authorized by subsection 1 as remained the property

of the corporation at the time it ceased to be a

resident of Canada; and

{b) such part of amounts outstanding at the time the

corporation ceased to be a resident of Canada as or on

account of debts owing to the corporation that arose

in the course of carrying on the business as would
have been included in computing its income for the

fiscal year if the amounts had been received by it in

the year at a time when it was a resident of Canada,
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shall be included in computing its income. R.S.O. 1970, c. 91

,

s. 64 (4).

(5) There shall be included in computing the income of a ^J^^<^g9^^^s^

corporation for a fiscal year such part of an amount received

by it in the year, upon or after disposing of or ceasing to

carry on a business or a part of a business, for, on account

or in lieu of payment of, or in satisfaction of debts owing

to the corporation that arose in the course of carrying on

the business as would have been included in computing the

income of the corporation for the fiscal year had the amount
so received been received by it in the course of carrying on
the business. R.S.O. 1970, c. 91, s. 64 (5).

32. Notwithstanding clauses a and h of subsection 1 ofj^^^^""8r

section 22, there may be deducted in computing a corporation's levelling

. r/*i r c ' t • 13(11(1 3iIlQ

mcome for a fiscal year from a farming business any amount laying tiie

paid by it in the fiscal year for clearing land, levelling
^

land or laying tile drainage for the purpose of carrying on
the farming business. R.S.O. 1970, c. 91, s. 23 (16).

33.—(1) Where a corporation's chief source of income forj^^^fng"^

a fiscal year is neither farming nor a combination of farming ^J^^jT^fg^^l^^®^

and some other source of income, for the purposes of sections income not

12 and 99 its loss, if any, for the fiscal year from all farming

businesses carried on by it shall be deemed to be the lesser of

,

(a) the amount by which the aggregate of its losses

for the fiscal year otherwise determined from all

farming businesses carried on by it exceeds the

aggregate of its incomes for the fiscal year from all

such businesses; and

{h) $2,500 plus the lesser of,

(i) one-half of the amount by which the amount
determined under clause a exceeds $2,500,

and

(ii) $2,500,

and for the purposes of this Act the amount, if any, by which
the amount determined under clause a exceeds the amount
determined under clause h is the corporation's "restricted

farm loss" for the fiscal year. R.S.O. 1970, c. 91, s. 25 (1).

(2) For the purpose of this section, the Minister may
Pj^^®^^*"^'

determine that a corporation's chief source of income for a Minister

fiscal year is neither farming nor a combination of farming

and some other source of income. R.S.O. 1970, c. 91, s. 25 (2).
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Insurance
agent
and brokers

34.—(1) Clause o of subsection 1 of section 24 does not

apply to allow a deduction to an insurance agent or broker

in respect of unearned commissions but a corporation may,
in computing its income from a business as an insurance agent

or broker for a fiscal year, deduct as a reserve in respect

of unearned commissions an amount equal to the proportion of

an amount that has been included in computing its income for

the fiscal year or a previous fiscal year as a commission in

respect of an insurance contract, other than a life insurance

contract, that,

(a) the number of days in that portion of the period

provided for in the insurance contract that is after

the end of the fiscal year.

isof

,

{b) the whole of that period. R.S.0. 1970, c. 91, s. 61 (5).

Reserve
to be
Included

(2) There shall be included as income of a corporation for

a fiscal year from a business as an insurance agent or broker,

the amount deducted under subsection 1 in computing its

income therefrom for the immediately preceding fiscal

year. New.

Lending
of money
on security

35.—(1) In computing the income for a fiscal year of a

corporation whose business includes the lending of money
on the security of a mortgage, hypothec or agreement of sale

of real property, there may be deducted as a reserve, in lieu

of any deduction under clause n of subsection 1 of section 24,

such amount as the corporation may claim not exceeding the

lesser of,

(a) 1 14 per cent of the aggregate of,

(i) each amount outstanding at the end of the

fiscal year as or on account of the principal

amount of loans made by the corporation on

the security of a mortgage, hypothec or

agreement of sale of real property, or as or on
account of the principal amount of any such

mortgage, hypothec or agreement of sale

purchased by it,

(ii) each amount due and unpaid at the end of

the fiscal year as or on account of interest

payable to the corporation under a mortgage,

hypothec or agreement of sale of real property,

and
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(iii) each amount that hasbeen taken into account in

computing the income of the corporation for the

fiscal year as or on account of the value of real

property of the corporation that was included

in the inventory of the corporation at the

end of the fiscal year and that was acquired,

by foreclosure or otherwise, after default made
under a mortgage, hypothec or agreement of

sale of real property, otherwise than as or

on account of the value of real property in

respect of which any amount for the fiscal

year has been included under subclause i or

ii ; and

(6) the amount, if any, deducted under this subsection

as a reserve in computing the corporation's income
for the immediately preceding fiscal year plus one-

third of the amount determined under clause a,

but no deduction may be made under this subsection as a

reserve in respect of loans made on the security of a mortgage

or hypothec under the National Housing Act (Canada) or any ^^^^-^^^^^'^g

of the Housing Acts as defined in section 2 of the Central

Mortgage and Housing Corporation Act (Canada). R.S.O. 1970,

c. 91, s. 65(a).

(2) There shall be included as income of a corporation for a^^^^l^^®

fiscal year from a business described in subsection 1, the included

amount deducted under that subsection as a reserve in

computing its income therefrom for the immediately preceding

fiscal year. R.S.O. 1970, c. 91, s. 65 (6).

36.—(1) In computing the income of a corporation for a ^^°?^||^g°"^^

fiscal year from a business that is a profession, the following

rules apply,

{a) clause b of subsection 1 of section 16 and clause o

of subsection 1 of section 24 are not apphcable

;

{b) every amount that becomes receivable by it in the

fiscal year in respect of property sold or services

rendered in the course of the business shall be included

;

(c) for the purposes of clause b, an amount shall be

deemed to have become receivable in respect of

services rendered in the course of the business on the

day that is the earliest of,

(i) the day upon which the account in respect of

the services was rendered,
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(ii) the day upon which the account in respect of

those services would have been rendered had
there been no undue delay in rendering the

account in respect of the services, and

(iii) the day upon which the corporation was paid

for the services ; and

(d) where the corporation so elects in its return of income

c^63(Can)
under Part I of the Income Tax Act (Canada) for

the fiscal year, no amount shall be included in respect

of work in progress at the end of the fiscal year, except

as otherwise provided by this section.

tFiuhl^Ud) (2) Where a corporation has elected that clause d of

eiecuon
subsection 1 be applicable in computing its income for a

made fiscal year from a business that is a profession, that clause

shall apply in computing its income from the business for all

subsequent fiscal years unless the corporation, with the

concurrence of the Minister and upon such terms and conditions

as are specified by the Minister, revokes its election to have
that clause apply. New.

Tors^and
^'^ *— ( ^ ) Where a share of the capital stock of a corporation,

grub-
stakers

, ^ , r- i

[a] IS received m a fiscal year,

(i) by a person who has, either under an arrange-

ment with a prospector made before the pros-

pecting, exploration or development work or

as an employer of a prospector, advanced
money for, or paid part or all of, the expenses

of prospecting or exploring for minerals or of

developing a property for minerals, and

(ii) as consideration for the disposition by the

person referred to in subclause i to the

corporation of a mining property or interest

therein acquired under the arrangement under
which the corporation made the advance or

paid the expenses, or if the prospector was
its employee, acquired by it through the

employee's efforts,

the following rules apply,

[b) notwithstanding any other provision of this Act, no
amount in respect of the receipt of the share shall be

included in computing the income for the fiscal year

of the person

;
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(c) notwithstanding Subdivision B, in computing the cost

to the person of the share, no amount shall be

included in respect of the mining property or interest

therein, as the case may be ; and

{d) notwithstanding section 63, in computing the cost to

the corporation of the mining property or the interest

therein, as the case may be, no amount shall be

included in respect of the share. R.S.O. 1970, c. 91,

s.57(2).

(2) In this section, i°ter
pretation

(a) "mining property" means a right to prospect,

explore or mine for minerals or a property the

principal value of which depends upon its mineral

content ; and

(6) "prospector" means an individual who prospects or

explores for minerals or develops a property for

minerals on behalf of himself, on behalf of himself

and others or as an employee. R.S.O. 1970, c. 91,

s. 57(1).

38. Where any amount in respect of an expenditure in-^^^^*y.gg

curred by a corporation on or in respect of the repair, replace-

ment, alteration or renovation of depreciable property of the

corporation of a class prescribed by the regulations made for

the purposes of this section is, under a uniform classification

and system of accounts and returns prescribed by the

Canadian Transport Commission pursuant to the Railway yld^-^^- ^^'^^'

(Canada), required to be entered in the books of the corpora-

tion otherwise than as an expense,

{a) no deduction may be made in respect of that expendi-
ture in computing the income of the corporation for

the fiscal year; and

{b) for the purposes of section 17 and regulations made
under clause a of subsection 1 of section 24, the

corporation shall be deemed to have acquired, at the

time the expenditure was incurred, depreciable

property of that class at a capital cost equal to that

amount. R.S.O. 1970. c. 91, s. 60 (3).

39.—(1) There may be deducted in computing the income scjentmc

for a fiscal year of a corporation that had a permanent establish-

ment in Canada and made expenditures in respect of scientific

research in the fiscal year the amount by which the aggregate of,
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{a) all expenditures of a current nature made in Canada
in the fiscal year,

(i) on scientific research related to the business

and directly undertaken by or on behalf of the

corporation,

(ii) by payments to an approved association that

undertakes scientific research related to the

class of business of the corporation,

(iii) by payments to an approved university,

college, research institute or other similar

institution to be used for scientific research

related to the class of business of the corpora-

tion,

(iv) by payments to a corporation resident in

Canada and exempt from tax under clause g of

subsection 1 of section 122, or

(v) by payments to a corporation resident in

Canada for scientific research related to the

business of the corporation;

(b) such amount as may be claimed by the corporation

not exceeding the lesser of,

(i) the expenditures of a capital nature made in

Canada, by acquiring property other than land,

in the fiscal year and any previous fiscal year

ending after 1958 on scientific research relating

to the business and directly undertaken by
or on behalf of the corporation, and

(ii) the undepreciated capital cost to the corpora-

tion of the property so acquired as at the end
of the fiscal year, before making any deduction

under this clause in computing the income of

the corporation for the fiscal year; and

(c) all expenditures in the fiscal year by way of repayment
of amounts paid to the corporation under an
Appropriation Act (Canada) and on terms and
conditions approved by the Minister for the purpose

of advancing or sustaining the technological capability

of Canadian manufacturing or other industry,

exceeds the aggregate of amounts paid to the corporation in

the fiscal year under an Appropriation Act (Canada) and on
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terms and conditions described in clause c. R.S.O. 1970, c. 91

,

s. 46 (1).

(2) There may be deducted in computing the income for a^®^|^^g^^

fiscal year of a corporation that carried on business in Canada Canada

and made expenditures in the fiscal year in respect of scientific

research carried on outside Canada, all such expenditures of a

current nature made in the fiscal year,

(a) on scientific research related to the business and
directly undertaken by or on behalf of the corpora-

tion; or

(6) by payments to an approved association, university,

college, research institute or other similar institution

to be used for scientific research related to the class

of business of the corporation. R.S.O. 1970, c. 91,

s. 46 (2).

(3) Where any particular activity constitutes scientific id®'"

research for the purposes of section 37 of the Income Tax ^c^i^^o-vi,

(Canada), such particular activity shall constitute scientific

research for the purposes of this Act. R.S.O. 1970, c. 91,

s. 46 (3).

(4) No deduction may be made under this section in respect Deductions

of an expenditure made to acquire rights in, or arising out of,

scientific research. R.S.O. 1970, c. 91, s. 46 (4).

(5) Where in respect of an expenditure on scientific researched®'"

made by a corporation in a fiscal year an amount is deductible

under this section and under section 98 no deduction may be

made in respect of the expenditure under section 98 in

computing the taxable income of the corporation for any fiscal

year. R.S.O. 1970, c. 91, s. 46 (5).

(6) An amount claimed under clause h of subsection 1 in.^xp®"^-
^ ' ituresofa

computmg a deduction under that subsection shall, for the capital
]13.trlll*6

purpose of section 17, be deemed to be an amount allowed to

the corporation in respect of the property acquired by the

expenditures under regulations made under clause a of sub-

section 1 of section 24, and for that purpose the property

acquired by the expenditures shall be deemed to be of a

separate prescribed class. R.S.O. 1970, c. 91, s. 46 (7).

(7) In this section,
{atfon""*'

{a) "approved" means approved by the Minister

;

(6) "scientific research" has the meaning given to that
expression by regulation

;
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(c) references to expenditures on or in respect of scientific

research,

(i) where the references occur in subsection 2,

include only expenditures incurred for and
wholly attributable to the prosecution of

scientific research, and

(ii) where the references occur other than in sub-

section 2, include only expenditures incurred

for and wholly attributable to the prosecution

or the provision of facilities for the prosecution,

of scientific research in Canada ; and

{d) references to scientific research relating to a business

or class of business include any scientific research that

may lead to or facilitate an extension of that business

or, as the case may be, business of that class. R.S.O.

1970. c. 91, s. 46 (6).

Subdivision B—taxable capital gains
and allowable capital losses

taxable^
°^ 40. For the purposes of this Act,

CEDital gain
ana allowable . , . , . ,

capital [a) a corporation s taxable capital gain for a fiscal year

from the disposition of any property is one-half of its

capital gain for the fiscal year from the disposition

of that property; and

(b) a corporation's allowable capital loss for a fiscal year

from the disposition of any property is one-half of its

capital loss for the fiscal year from the disposition of

that property. New.

Meaning of 4^^—(J) YoT the purposes of this Act,
gain and

loss (a) a corporation's capital gain for a fiscal year from the

disposition of any property is the corporation's gain

for the year determined under this Subdivision, to

the extent of the amount thereof that would not, if

section 12 were read without reference to the expres-

sion "other than a taxable capital gain from the

disposition of a property" in clause a thereof and
without reference to clause b thereof, be included in

computing the corporation's income for the fiscal

year or any other fiscal year, from the disposition of

any property of the corporation other than,

(i) eligible capital property,
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(ii) property, any amount receivable by the cor-

poration for the disposition of which is required

to be included in computing the corporation's

income for the fiscal year by virtue of section

59, or

(iii) a life insurance policy within the meaning of

section 138 of the Income Tax Act (Canada) ,
i^TO-n,^^

except an annuity contract ; and

(6) a corporation's capital loss for a fiscal year from the

disposition of any property is the corporation's loss

for the year determined under this Subdivision, to the

extent of the amount thereof that would not, if

section 12 were read in the manner described in

clause a of this subsection, be deductible in computing
the corporation's income for the fiscal year or any
other fiscal year, from the disposition of any property

of the corporation other than,

(i) depreciable property, or

\.

I (ii) property described in subclause i, ii or iii of

s clause a.

\

(2) Notwithstanding subsection 1, where, by virtue of any^^-PJ^^^j^^

, fluctuation after 1971 in the value of currency or currencies of bosses in
*' -^ respect

I
one or more countries other than Canada relative to Canadian of foreign

I
currency, a corporation has made a gain or sustained a loss in

I
a fiscal year, the following rules apply,

S (a) the amount, if any, by which,

;: (i) the aggregate of all such gains made by the

t corporation in the fiscal year, to the extent of

the amount thereof that would not if section

* 12 were read in the manner described in clause

a of subsection 1 of this section, be included in

computing the corporation's income for the

i fiscal year or any other fiscal year.

currencies

exceeds

(ii) the aggregate of all such losses sustained by the

corporation in the fiscal year, to the extent of

the amounts thereof that would not, if section

12 were read in the manner described in

clause a of subsection 1 of this section be

deductible in computing the corporation's

income for the fiscal year orany other fiscal year.

215



76

shall be deemed to be a capital gain of the corporation

for the fiscal year from the disposition of currency

of a country other than Canada, the amount of which
capital gain is the amount determined under this

clause; and

(b) the amount, if any, by which,

(i) the aggregate determined under subclause ii

of clause a,

exceeds

(ii) the aggregate determined under subclause i of

clause a,

shall be deemed to be a capital loss of the corporation

for the year from the disposition of currency of a

country other than Canada, the amount of which
capital loss is the amount determined under this

clause.

Gain on
(3) Where a corporation has issued any bond, debenture or

purchase ^ '
"

-^ '

of bonds similar obligation and has at any subsequent time in a fiscal

year and after 1971 purchased the obligation in the open
market, in the manner in which any such obligation would
normally be purchased in the open market by any member
of the public,

{a) the amount, if any, by which the amount for which
the obligation was issued by the corporation exceeds

the purchase price paid or agreed to be paid by the

corporation for the obligation shall be deemed to be

a capital gain of the corporation for the fiscal year

from the disposition of a capital property ; and

(6) the amount, if any, by which the purchase price paid

or agreed to be paid by the corporation for the

obligation exceeds the greater of the principal

amount thereof and the amount for which it was issued

by the corporation shall be deemed to be a capital

loss of the corporation for the fiscal year from the

disposition of a capital property,

to the extent of the amount of the capital gain or capital

loss, as the case may be, that would not, if section 12 were

read in the manner described in clause a of subsection 1 of

this section, be included or be deductible, as the case may
be, in computing the corporation's income for the fiscal year or

any other fiscal year. New.
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42.— ( 1 ) Except as otherwise expressly provided in this Part ,
General rules

(a) a corporation's gain for a fiscal year from the dis-

position of any property is the amount, if any, by
which,

(i) if the property was disposed of in the fiscal

year, the amount, if any, by which the

corporation's proceeds of disposition exceed
the aggregate of the adjusted cost base to it of

the property immediately before the disposi-

tion and any outlays and expenses to the

extent that they were made or incurred by the

corporation for the purpose of making the

disposition, or

(ii) if the property was disposed of before the

fiscal year, the amount, if any, claimed by the

corporation under subclause iii in computing
the corporation's gain for the immediately
preceding fiscal year from the disposition of

the property,

exceeds

(iii) such amount as the corporation may claim,

not exceeding a reasonable amount as a reserve

in respect of such of the proceeds of disposition

of the property that are not due to the cor-

poration until after the end of the fiscal year

as may reasonably be regarded as a portion

of the amount determined under subclause i in

respect of the property; and

(b) a corporation's loss for a fiscal year from the dis-

position of any property is,

(i) if the property was disposed of in the fiscal

year, the amount, if any, by which the aggre-

gate of the adjusted cost base to the corporation

of the property immediately before the dis-

position and any outlays and expenses to the

extent that they were made or incurred by
the corporation for the purpose of making the

disposition, exceeds its proceeds of disposition

of the property, and

(ii) in any other case, nil.

(2) Notwithstanding subsection 1

,

Limiutions
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(a) subclause iii of clause a of subsection 1 does not apply

to permit a corporation to claim any amount there-

under in computing a gain for a fiscal year if the

corporation was, at any time in the fiscal year or the

immediately following fiscal year, not resident in

Canada

;

(b) a corporation's loss for a fiscal year from the dis-

position of a bond or debenture is its loss therefrom

for the fiscal year otherwise determined, less the

aggregate of such amounts received by it as, on
account or in lieu of payment of, or in satisfaction of

interest thereon as were, by virtue of clause e of

subsection 1 of section 75, not included in computing

its income

;

(c) a corporation's loss otherwise determined from the

disposition of any property disposed of by it to,

(i) a person by whom it was controlled, or

(ii) a corporation that was controlled by a person

described in subclause i,

is nil;

{d) a corporation's gain or loss from the disposition of,

(i) a chance to win a prize, or

(ii) a right to receive an amount as a prize,

in connection with a lottery scheme is nil ; and

(e) a corporation's loss, if any, from the disposition of a

property, to the extent that it is,

(i) a superficial loss,

(ii) a loss from the disposition of a debt or other

right to receive an amount, unless the debt or

right, as the case may be, was acquired by the

corporation for the purpose of gaining or pro-

ducing income from a business or property,

other than exempt income, or as consideration

for the disposition of capital property to a

person with whom the corporation was dealing

at arm's length, or
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(iii) a loss from the disposition of any personal-use

property of the corporation other than listed

personal property,

is nil.

(3) Where, Deemed gain
^ ' where

amounts

(a) the aggregate of all amounts required by subsection deducted

2 of section 55, except clause b thereof, to be deducted a^j^^gted

in computing the adjusted cost base to a corporation g^^gg^^Qg^.

of any property at any time in a fiscal year,
^o'tfe^aSded to
adjusted

exceeds ^o^t base

(b) the aggregate of the cost to it of the property and all

amounts required by subsection 1 of section 55 to be

included in computing the adjusted cost base to a

corporation of that property at that time,

the amount of the excess shall be deemed to be a gain of the

corporation for the fiscal year from a disposition at that time

of that property. New.

43,—(1) For the purposes of this Part, a corporation's ^|^°i°^o^

taxable net gain for a fiscal year from dispositions of listed §?in from

personal property is one-half of the amount determined under of listed

subsection 2 to be its net gain for the fiscal year from dispositions property

of such property.

(2) A corporation's net gain for a fiscal year from dis- ^^^^^^r^^^ ^j

positions of listed personal property is an amount determined n®* 8^a,in

as follows,

(a) determine the amount, if any, by which the aggregate
of its gains for the fiscal year from dispositions of
listed personal property exceeds the aggregate of its

losses for the fiscal year from dispositions of hsted
personal property; and

(b) deduct from the amount determined under clause a
its listed-personal-property losses for the five fiscal

years immediately preceding and the fiscal year im-
mediately following the fiscal year, except that for

the purposes of this clause,

(i) an amount in respect of a listed-personal-

property loss is only deductible to the extent
that it exceeds the aggregate of amounts
previously deductible in respect of that loss

under this clause,
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(ii) no amount is deductible in respect of the listed-

personal-property loss of any fiscal year until

the deductible listed-personal-property losses

for previous fiscal years have been deducted,

and

"Listed-
personal-
f)roperty-
088" defined

Dispositions
subject to
warranty

Part
dispositions

Deferral
of gain on
involuntary
dispositions

(iii) no amount is deductible in respect of Hsted-

personal-property losses from the amount
determined under clause a for a fiscal year ex-

cept to the extent of the amount so determined

for the fiscal year,

and the remainder determined under clause b is the corpora-

tion's net gain for the fiscal year from dispositions of listed

personal property.

(3) In this section, "listed-personal-property loss" of a

corporation for a fiscal year means the amount, if any, by
which the aggregate of its losses for the fiscal year from dis-

positions of listed personal property exceeds the aggregate of

its gains for the fiscal year from dispositions of listed personal

property. New.

44. In computing a corporation's proceeds of disposition of

any property for the purposes of this Subdivision, there shall

be included any amount received or receivable by the cor-

poration as consideration for any warranty, covenant or other

conditional or contingent obligation incurred by the corporation

in respect of the disposition, and in computing the corporation's

income for the fiscal year in which the property was disposed

of or for any of the six immediately following fiscal years, any
outlay or expense made or incurred by the corporation in any
such fiscal year pursuant to or by virtue of the obligation

shall, if the obligation was a legal obligation incurred by the

corporation, be deemed to be a loss of the corporation for that

fiscal year from the disposition of a capital property. New.

45. For the purpose of computing a corporation's gain for a

fiscal year from the disposition of a part of a property, the

adjusted cost base to the corporation, immediately before the

disposition, of that part is such portion of the adjusted cost

base to the corporation at that time of the whole property as

may reasonably be regarded as attributable to that part. New.

46. Where in a fiscal year a corporation has received pro-

ceeds of disposition described in subclause iii or iv of clause i

of section 56 of any property, in this section referred to as its

"former property", and, before the end of the following fiscal

year, has expended an amount to acquire other property as a

replacement for its former property, notwithstanding sub-

section 1 of section 42.
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{a) the gain, if any, from the disposition of its former

property is the lesser of,

(i) the gain therefrom otherwise determined, and

(ii) the amount, if any, by which the proceeds of

disposition of its former property exceed the

cost to the corporation, otherwise determined,

of the other property; and

{b) the cost to the corporation of the other property shall

be deemed to be the cost to the corporation of the

other property otherwise determined, minus the

amount, if any, by which the gain described in sub-

clause i of clause a exceeds the excess, if any, deter-

mined under subclause ii of clause a. New.

47.— (1) For the purposes of this Subdivision the following Pro^^ty

rules apply, than one

(a) where a corporation,

(i) having acquired property for some other

purpose, has commenced at a later time to use

it for the purpose of gaining or producing

income therefrom, or for the purpose of gaining

or producing income from a business, or

(ii) having acquired property for the purpose of

gaining or producing income therefrom or for

the purpose of gaining or producing income
from a business, has commenced at a later time

to use it for some other purpose,

the corporation shall be deemed to have,

(iii) disposed of it at that later time for proceeds

equal to its fair market value at that later

time, and

(iv) immediately thereafter reacquired it at a cost

equal to that fair market value

;

(6) where property has, since it was acquired by a cor-

poration, been regularly used in part for the purpose

of gaining or producing income therefrom or for the

purpose of gaining or producing income from a busi-

ness and in part for some other purpose, the corpora-

tion shall be deemed to have acquired, for that other

purpose, the proportion of the property that the use

ll«
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regularly made of the property for that other purpose
is of the whole use regularly made of the property at a
cost to the corporation equal to the same proportion
of the cost to it of the whole property; and, if the
property has, in such a case, been disposed of, the

proceeds of disposition of the proportion of the

property deemed to have been acquired for that

other purpose shall be deemed to be the same propor-

tion of the proceeds of disposition of the whole pro-

perty; and

(c) where, at any time after a corpK^ration has acquired

property, there has been a change in the relation

between the use regularly made by the corporation of

the property for gaining or producing income there-

from or income from a business and the use regularly

made of the property for other purposes,

(i) if the use regularly made by it of the property
for those other purposes has increased, it shall

be deemed to have,

(A) disposed of property at that time for

proceeds equal to the proportion of the

fair market value of the property at

that time that the amount of the increase

in the use regularly made by the cor-

poration of the property for those other

purposes is of the whole use regularly

made of the property, and

(B) immediately thereafter reacquired the

property so disposed of at a cost equal

to the proceeds referred to in sub-

subclause A, and

(ii) if the use regularly made by the corporation

of the property for those other purposes has

decreased, it shall be deemed to have disposed

of property at that time and the proceeds of

disposition shall be deemed to be an amount
equal to the proportion of the fair market
value of the property at that time that the

amount of the decrease in use regularly made
by it of the property for those other purposes

is of the whole use regularly made of the

property.

wiwre°° ^^) ^^^ ^^^ purposes of this Subdivision and section 17, where
change clause a of subsection 1 and paraeraph 2 of subsection 6 of
In use '^ <^ r
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section 17 would otherwise be applicable in respect of any
property of a corporation for a fiscal year and the corporation

so elects as provided under subsection 2 of section 45 of the

Income Tax Ad (Canada), the corporation shall be deemed noti^io-yi,
1 ,1 <• 1

.c. 63 (Can.)

to have commenced to use the property for the purpose of

gaining or producing income therefrom or for the purpose of

gaining or producing income from a business except that if the

corporation rescinds such election in a subsequent fiscal year

in respect of the property, it shall be deemed to have com-
menced so to use the property on the first day of that subse-

quent fiscal year. New.

48.— (1) Where a corporation has disposed of any personal- use^°o^erty
use property of the corporation, for the purposes of this

Subdivision,

(a) the adjusted cost base to the corporation of the

property immediately before the disposition shall be

deemed to be the greater of $1,000 and the amount
otherwise determined to be its adjusted cost base to

it at that time; and

(b) its proceeds of disposition of the property shall be

deemed to be the greater of $1,000 and its proceeds

of disposition of the property otherwise determined.

(2) Where a corporation has disposed of part of a personal- ^^^^q^p*^*

use property owned by it and has retained another part of the property
(llST)OS6d

property, for the purposes of this Subdivision, of

(a) the adjusted cost base to the corporation immediately

before the disposition, of the part so disposed of shall

be deemed to be the greater of,

(i) the adjusted cost base to it at that time of

that part otherwise determined, and

(ii) that proportion of $1,000 that the amount
determined under subclause i is of the adjusted

cost base to it at that time of the whole

property; and

(b) the proceeds of disposition of the part so disposed of

shall be deemed to be the greater of,

(i) the proceeds of disposition thereof otherwise

determined, and

(ii) the amount determined under subclause ii of

clause a.
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ord&Yr/fy (^) ^^^ ^^^ purposes of this Subdivision, where a number
disposed of personal-use properties of a corporation that would, if the

properties were disposed of, ordinarily be disposed of in one
disposition as a set,

{a) have been disposed of by more than one disposition

so that all of the properties have been acquired by
one person or by a group of persons not dealing

with each other at arm's length; and

(b) had, immediately before the first disposition referred

to in clause a, an aggregate fair market value greater

than $1,000,

the properties shall be deemed to be a single personal-use

property and each such disposition shall be deemed to be a

disposition of a part of that property.

value cir^" (4) Where it may reasonably be regarded that, by reason of

personal- a decrease in the fair market value of any personal-use property
use property .

-^ ^ r r j
of corpora- of a Corporation, partnership or trust,
LlOUt 6bC.

(a) a corporation's gain, if any, from the disposition of a

share of the capital stock of a corporation, an interest

in a trust or an interest in a partnership has become
a loss, or is less than it would have been if the

decrease had not occurred; or

{b) a corporation's loss, if any, from the disposition of a

share or interest described in clause a is greater than

it would have been if the decrease had not occurred,

the amount of the gain or loss, as the case may be, shall be

deemed to be the amount that it would have been but for

the decrease. New.

Identical 49^—(1) Where at any particular time after 1971 a corpora-

tion that owns one property or two or more identical pro-

perties that was or each of which was, as the case may be,

acquired by it after 1971, acquires one or more other properties,

in this subsection referred to as "newly-acquired properties",

each of which is identical to each such previously-acquired

property, for the purposes of computing, at any subsequent

time, the adjusted cost base to the corporation of each such

identical property,

(a) the corporation shall be deemed to have disposed of

each such previously-acquired property immediately

before the particular time for proceeds equal to its

adjusted cost base to it immediately before the par-

ticular time; and
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(6) the corporation shall be deemed to have acquired

each such identical property at the particular time at

a cost equal to the quotient obtained when,

(i) the aggregate of the adjusted cost bases to the

corporation immediately before the particular

time of the previously-acquired properties, and
the cost to it, determined without reference to

this section, of the newly-acquired properties,

is divided by

(ii) the number of such identical properties owned
by the corporation immediately after the

particular time.

(2) For the purposes of subsection 1, where a group ofwhere^^^

identical properties referred to in that subsection is a group properties
SLFG DOIldS 6tjC

of identical obligations within the meaning of subsection 3,

subclause ii of clause b of subsection 1 shall be read as follows

:

"(ii) the quotient obtained when the aggregate of

the principal amounts of all such identical

properties owned by the corporation immedi-
ately after the particular time is divided by
the principal amount of the identical property.

'

'

(3) For the purposes of this Subdivision, one bond, deben- w^en bonds,

ture, bill, note or other similar obligation issued by a debtor is identical

identical to another such obligation issued by that debtor if

both are identical in respect of all rights, in equity or other-

wise, either immediately or in the future and either absolutely

or contingently, attaching thereto, except as regards the

principal amount thereof. New.

50.— (1) For the purposes of this Subdivision, where at any
Ji|®^g®tion

time in a fiscal year a corporation ceases to be resident in on ceasing to

Canada, it shall be deemed to have disposed of each property, Canada

other than any property that would be taxable Canadian
property if at no time in the fiscal year it had been resident

in Canada, owned by the corporation at that time, for proceeds

of disposition equal to the fair market value of the property at

that time, and to have reacquired the property immediately

thereafter at a cost equal to that fair market value.

(2) For the purposes of this Subdivision, where at any time
^q^lj^jon

after 1971 a corporation becomes a resident of Canada, it shall on becoming

be deemed to have acquired at that time each property owned Canada

by it at that time, other than property that would be taxable

Canadian property if at no time in the fiscal year it had been
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resident in Canada, if the corporation had disposed of it

immediately before that time, at a cost equal to its fair

market value at the time it became a resident of Canada.

New.

Granting
of option

51.—(1) Subject to subsections 2 and 3, for the purpose of

this Subdivision the granting of an option, other than an

option granted by a corporation to acquire shares of its capital

stock or bonds or debentures to be issued by it, is a disposition

of a property the adjusted cost base of which to the grantor

immediately before the grant is nil.

Where
option
expires

(2) Where at any time an option described in subsection 1

,

other than an option the consideration for the granting of

which is an amount described in subclause v of clause h of

subsection 12 of section 63 paid pursuant to an agreement

described in that subclause, that has been granted by a

corporation after 1971 expires,

[a) the corporation shall be deemed to have disposed of

capital property at that time for proceeds equal to the

proceeds received by it for the granting of the option

;

and

(6) the adjusted cost base to the corporation of that

capital property immediately before that time

shall be deemed to be nil.

Where
option
exercised

(3) Where an option is exercised so that property is

disposed of by a corporation, hereinafter referred to as

the "vendor", or so that property is acquired by another

corporation, hereinafter referred to as the "purchaser", for

the purpose of computing the income of each such corporation

the granting of the option and the exercise thereof shall

be deemed not to be dispositions of property and.

(a) if the option is an option to acquire property, there

shall be included,

(i) in computing the vendor's proceeds of dis-

position of the property, the consideration

received by him for the option, and

(ii) in computing the cost to the purchaser of the

property, the adjusted cost base to him of the

option ; and

(6) if the option is an option to dispose of property,

there shall be deducted,
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(i) in computing the vendor's proceeds of dis-

position of the property, the adjusted cost

base to him of the option, and

(ii) in computing the cost to the purchaser of the

property, the consideration received by him
for the option.

^4-^ Whprp Reassess-
\^t) vvucic, ment where

option

{a) an option granted by a corporation in a fiscal year, in sub-

in this subsection referred to as the " initial fiscal year'
'

,

^^'^^^^ ^®*^

is exercised in a subsequent fiscal year, in this

subsection referred to as the "subsequent fiscal year";

(b) the corporation has filed a return for the initial

fiscal year as required by section 145; and

(c) on or before the day on or before which it was
required by section 145 to file a return for the

subsequent fiscal year, has filed an amended return

for the initial fiscal year excluding from its income the

proceeds received by it for the granting of the option,

such reassessment of the corporation's tax, interest or penalties

for the fiscal year shall be made as is necessary to give effect

to the exclusion. New.

62.— (1) For the purposes of this Subdivision, where a debt
^tatfiished

owing to a corporation at the end of a fiscal year, other to be bad

than a debt owing to it in respect of the disposition of a

personal-use property, is established by it to have become
a bad debt in the fiscal year, it shall be deemed to have

disposed of it at the end of the fiscal year and to have

reacquired it immediately thereafter at a cost equal to nil.

(2) Where a debt owing to a corporation at the endwheredebt

of a fiscal year that is a personal-use property of the use property

corporation is established by it to have become a bad debt

in the fiscal year,

(a) it shall be deemed to have disposed of it at the end
of the fiscal year for proceeds equal to the amount,
if any, by which,

(i) its adjusted cost base to it immediately before

the end of the fiscal year.

exceeds
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(ii) the amount of its gain, if any, from the

disposition of the personal-use property the

proceeds of disposition of which included the

debt ; and

{b) it shall be deemed to have reacquired the debt
immediately after the end of the fiscal year at a
cost equal to the amount of the proceeds determined
under clause a. New.

Convertible
bonds

Cost of
certain
property
value of
which
Included in
income

Cost of
property
received
as dividend
in kind

53. Where shares of the capital stock of a corporation have,
after 1971, been acquired by a person in exchange for a
preferred share, bond, debenture or note of the corporation,
in this section referred to as a "convertible property", the
terms of which conferred upon the holder the right to make tlje

exchange,

{a) the exchange shall be deemed not to have been a

disposition of property; and

(b) the cost to the person of the shares shall be deemed
to be the adjusted cost base to him of the convertible

property immediately before the exchange. New.

64:,—(1) For the purposes of this Subdivision, where a
corporation has acquired property after 1971 and an amount
in respect of the value thereof has been included in computing
the corporation's income, the amount so included shall be
added in computing the cost to it of that property.

(2) Where any property has, after 1971, been received by a

shareholder of a corporation at any time as, on account or in

lieu of payment of, or in satisfaction of, a dividend payable
in kind, other than a stock dividend, in respect of a share

owned by him of the capital stock of the corporation, he shall

be deemed to have acquired the property at a cost to him equal

to its fair market value at that time, and the corporation shall

be deemed to have disposed of the property at that time
for proceeds equal to that fair market value.

Cost of
stock
dividend

Cost of
property
acquired
as prize

(3) Where a corporation that is a shareholder of another

corporation has, after 1971, received a stock dividend in

respect of a share owned by it of the capital stock of the

other corporation, it shall be deemed to have acquired the

share or shares received by it as a stock dividend at a cost to

it equal to the amount of the stock dividend.

(4) Where any property has been acquired by a corporation
at any time after 1971 as a prize in connection with a lottery

scheme, it shall be deemed to have acquired the property at a
cost to it equal to its fair market value at that time.

215



89

(5) Where any property has, after 1971, been transferred to^o^t^of

a beneficiary by a trustee under an employees profit sharing transferred

plan, under
employees
profit

{a) subsection 1 does not apply in respect of the^^*""^P^*°

property ; and

{b) the beneficiary shall be deemed to have acquired the

property at a cost to him equal to its fair market value

at the time of the transfer. New.

55.—(1) In computing the adjusted cost base to a corpora- ^o'^^qI^^®"^'^

tion of property at any time, there shall be added to the

cost to the corporation of the property such of the following

amounts in respect of the property as are applicable,

(a) any amount determined by subsection 3 of section 42

to be a gain of the corporation for a fiscal year from
a disposition before that time of the property

;

{b) where the property is a share of the capital stock

of another corporation resident in Canada, the amount
of any dividend on the share deemed by subsection

1 of section 78 to have been received by the corporation

before that time

;

(c) where the property is a share of the capital stock

of another corporation resident in Canada, and the

corporation has, after 1971, made a contribution of

capital to that other corporation otherwise than by
way of loan, that proportion of such part of the

amount of the contribution as cannot reasonably

be regarded as a gift made to or for the benefit of

any other shareholder of the other corporation who
was related to the corporation that,

(i) the amount that may reasonably be regarded

as the increase in the fair market value, as a

result of the contribution, of the share,

is of

(ii) the amount that may reasonably be regarded

as the increase in the fair market value, as a

result of the contribution, of all shares of the

capital stock of the other corporation owned
by the corporation immediately after the

contribution

;

(d) where the property is an interest in a partnership,

215



90

(i) an amount in respect of each fiscal year of the

partnership ending after 1971 and before that

time, equal to the aggregate of all amounts
each of which is the corporation's share of the

income of the partnership from any source

for that fiscal year, computed as if this Act
were read without reference to,

(A) the references in section 18, clause a
of section 40 and subsection 1 of section

43 to "one-half", and

(B) clause h of this subsection, section 57
and subsection 2 of section 75,

(ii) the corporation's share of any capital dividends

received by the partnership before that time

on shares of the capital stock of another

corporation that were partnership property;

(iii) the corporation's share of the amount, if any,

by which,

(A) any proceeds of a life insurance policy

received by the partnership after 1971

and before that time in consequence of

the death of any person whose life was
insured under the policy,

exceeds

(B) all amounts paid as or on account of

premiums under the pohcy, and

(iv) where the corporation has, after 1971, made a

contribution of capital to the partnership

otherwise than by way of loan, such part of the

amount of the contribution as cannot reason-

ably be regarded as a gift made to or for the

benefit of any other member of the partner-

ship who was related to the corporation;

{e) where the property is substituted property of the

corporation within the meaning of clause j of section

56, the amount of the loss that was, by virtue of the

acquisition by the corporation of the property, a

superficial loss of any corporation

;

(/) where the property is a bond, debenture, bill, note,

mortgage, hypothec or similar obligation, the amount,
if any, by which the principal amount of the obligation
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exceeds the amount for which the obligation was
issued, if such excess was required by subsection 2 or

3 of section 20 to be included in computing the income

of the corporation for a fiscal year commencing
before that time

;

(g) where the property is land of the corporation, any
amount paid by it after 1971 and before that time

pursuant to a legal obligation to pay,

(i) interest on borrowed money used to acquire

the land, or on an amount payable by it for

the land, or

(ii) property taxes, not including income or

profits taxes or taxes imposed by reference to

the transfer of property, paid by it in respect

of the property to a province or to a Canadian
municipality,

to the extent that that amount was, by virtue of

subsection 2 of section 22, not deductible in computing
the corporation's income from the land or from a

business for any fiscal year commencing before that

time;

(A) where the property is land used in a farming

business carried on by the corporation, an amount
in respect of each fiscal year ending after 1971 and
commencing before that time, equal to the corpora-

tion's loss, if any, for that fiscal year from the farming

business, to the extent that such loss,

(i) was not, by virtue of section 33, deductible

in computing the corporation's income for that

year,

(ii) was not deductible in computing the corpora-

tion's taxable income for the fiscal year in which
the corporation disposed of the property or

any previous fiscal year,

(iii) did not exceed the aggregate of,

(A) taxes, other than income or profits

taxes or taxes imposed by reference to

the transfer of the property, paid by
the corporation in that fiscal year or

payable by the corporation in respect

of that fiscal year to a province or a
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Canadian municipality in respect of the

property, and

(B) interest, paid by the corporation in that

fiscal year or payable by the corporation

in respect of that fiscal year, pursuant

to a legal obligation to pay interest on
borrowed money used to acquire the

property or on any amount as considera-

tion payable for the property,

to the extent that such taxes and interest

were included in computing the loss, and

(iv) did not exceed the remainder obtained when,

(A) the aggregate of each of the corporation's

losses from the farming business for

fiscal years preceding that fiscal year,

to the extent that they are required by
this clause to be added in computing
the corporation's adjusted cost base of

the property,

is deducted from

(B) the amount, if any, by which the

corporation's proceeds of disposition

of the property exceed the adjusted

cost base to the corporation of the

property immediately before that time,

determined without reference to this

clause;

{i) where the property is a foreign resource property,

such part of the foreign exploration and development

expenses incurred by the corporation after 1971 with

respect to such property that is not allowed as a

deduction from income for the purposes of this Act.

U)be"°*^^ (2) In computing the adjusted cost base to a corporation of

deducted property at any time there shall be deducted such of the

following amounts in respect of the property as are applicable,

{a) where the property is a share of the capital stock of

another corporation resident in Canada,

(i) any amount received by the corporation after

1971 and before that time as, on account or in

lieu of payment of, or in satisfaction of, a

215



93

dividend on the share, other than a taxable

dividend or capital dividend,

(ii) an amount in respect of any taxable dividend
on the share received by the corporation after

1971 and before that time, on any portion of

which tax under Part VII of the Income Tax'^^l^-fh ,
c. 63 (Can.)

Act (Canada) was payable by the corporation

equal to the amount by which that portion

exceeds the tax under Part VII of the Income
Tax Act (Canada) payable theron,

(iii) an amount in respect of any taxable dividend

on the share received by the corporation after

1971 and before that time while it was not

resident in Canada in respect of which tax

under Part VIII oi the Income Tax Act (Canada)

was payable by the payor corporation, equal

to the amount, if any, by which,

(A) that proportion of the dividend that

such part of all dividends that were

paid by the payor corporation at the

time the dividend was paid as was paid

out of designated surplus, within the

meaning of Part VII of the Income Tax
Act (Canada), is of all dividends that

were paid by the payor corporation at

the time the dividend was paid,

exceeds

(B) such part of any tax under Part XIII
of the Income Tax Act (Canada) that

was payable by the corporation on the

dividend as may reasonably be consider-

ed to have been payable on the propor-

tion of the dividend described in sub-

subclause A, and

(iv) any amount received by the corporation after

1971 and before that time on a reduction of

the paid-up capital of the payor corporation in

respect of the share except to the extent that

that amount is deemed by subsection 4 of

section 78 to be a dividend received by the

corporation

;

{b) where the property is an interest in a partnership,
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(i) an amount in respect of each fiscal year of the

partnership ending after 1971 and before that

time, equal to the aggregate of amounts each
of which is the corporation's share of any loss

of the partnership from any source for that

fiscal period, computed as if this Act were read

without reference to,

(A) the references in section 18 and clause

b of section 40 to "one-half", and

(B) section 33, subsection 2 of section 42

and section 57,

(ii) an amount in respect of each fiscal year of the

partnership ending after 1971 and before that

time, equal to the corporation's share of the

aggregate of,

(A) amounts that, but for clause d of sub-

section 1 of section 85 would be deduct-

ible in computing the income of the

partnership for the fiscal year by virtue

of subsection 1 of section 62 or the

provisions of the Corporations Tax
Application Rules, 1972 relating to

Canadian exploration and development
expenses, and

(B) the Canadian exploration and develop-

ment expenses, within the meaning
assigned by subsection 12 of section 63,

if any, incurred by the partnership in

the fiscal year,

(iii) any amount deemed by subsection 3 of section

98 to have been a gift made by the corporation

by virtue of its membership in the partnership

at the end of any fiscal year of the partnership

ending before that time,

(iv) any amount received by the corporation after

1971 and before that time as, on account or in

lieu of payment of, or in satisfaction of, a

distribution of the corporation's share of the

partnership profits or partnership capital

;

(c) where the property is such that the corporation has,

after 1971 and before that time, disposed of a part of

it while retaining another part of it, the amount
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determined under section 45 to be the adjusted cost

base to the corporation of the part so disposed of

;

{d) where the property is a share, or an interest therein

or right thereto, of the capital stock of another

corporation, the amount paid by the corporation

therefor, to the extent that the amount was paid

pursuant to an agreement described in subclause v of

clause b of subsection 12 of section 63;

(e) where the property was received by the corporation

as consideration for any payment,

(i) made by the corporation as a shareholder

corporation, within the meaning assigned by
subsection 12 of section 63, to a joint explora-

tion corporation of the shareholder, and

(ii) described in subclause i of clause a of subsection

12 of section 63,

such portion of the payment as may reasonably be
considered to be related to an agreed portion within

the meaning assigned by clause a of subsection 12 of

section 63, of the joint exploration corporation's

Canadian exploration and development expenses;

(/) where section 71 is applicable in respect of the cor-

poration, the amount, if any, by which the adjusted

cost base to the corporation of the property is re-

quired in prescribed manner to be reduced before

that time;

{g) where the property is,

(i) a capital interest in a trust that was purchased

by the corporation, or

(ii) a unit of a unit trust,

any amount paid to the corporation by the trust

after 1971 and before that time as, on account or in

lieu of payment of, or in satisfaction of a distribution

or payment of capital, otherwise than as proceeds of

disposition of the interest or unit, as the case may
be, or of a part thereof;

(h) where the property is a capital interest in a trust,

other than a unit trust, not resident in Canada that

was purchased after 1971 by the corporation from a
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non-resident person at a time when the fair market
value of such of the properties of the trust as were
taxable Canadian properties was not less than 50
per cent of the aggregate of the fair market value of

all properties of the trust and the amount of any
money of the trust on hand, that proportion of the

amount, if any, by which,

(i) the fair market value at that time of such of

the properties of the trust as were taxable

Canadian properties,

exceeds

(ii) the aggregate of the adjusted cost bases to the

trust at that time of such of the properties of

the trust as were taxable Canadian properties,

that the fair market value at that time of the

interest is of the fair market value at that time
of all capital interests in the trust

;

(i) where the property is a unit of a unit trust not

resident in Canada that was purchased after 1971 by
the corporation from a non-resident person at a time

when the fair market value of such of the properties

of the trust as were taxable Canadian properties was
not less than 50 per cent of the aggregate of the

fair market value of all properties of the trust and
the amount of any money of the trust on hand, that

proportion of the amount, if any, by which,

(i) the fair market value at that time of such of

the properties of the trust as were taxable

Canadian properties,

exceeds

(ii) the aggregate of the adjusted cost bases to the

trust at that time of such of the properties of

the trust as were taxable Canadian properties,

that the fair market value at that time of the unit is

of the fair market value at that time of all of the

issued units of the trust

;

(J) any grant, subsidy or other assistance from a govern-

ment, municipality or other public authority received

by the corporation for or in respect of the acquisition

by it after 1971 of the property;
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(k) where the property is a bond, debenture or similar

security, other than an income bond or income de-

benture, any amount that was deductible by virtue of

subsection 12 of section 24 in computing the corpora-

tion's income for any fiscal year commencing before

that time in respect of interest thereon ; and

(/) such part of the cost to the corporation of the property

as was deductible, otherwise than by virtue of this

Subdivision, in computing the corporation's income
for any fiscal year commencing before that time.

(3) For the purposes of clauses h and i of subsection 2 ,
^fPP/^''^"°°

where any property of a trust would, at a particular time|°j^g'of

have been a taxable Canadian property of the trust if it had been

disposed of by the trust at that time, the property shall be
deemed to have been a taxable Canadian property of the trust

at that time. New.

56. In this Subdivision, tatioT^"

{a) "adjusted cost base" to a corporation of any property

at any time means, except as otherwise provided,

(i) where the property is depreciable property of

the corporation, the capital cost to it of the

property as of that time, and

(ii) in any other case, the cost to the corporation
j

of the property adjusted, as of that time, in -'^

accordance with section 55,

except that h/

(iii) for greater certainty, where any property of

the corporation is property that was reacquired

by it after having been previously disposed of

by it, no adjustment to the cost to it of the

property that was required to be made under
section 55 before its reacquisition by it shall be

made under that section to the cost to it of

the property as reacquired property of the

corporation, and

(iv) in no case shall the adjusted cost base of any

property at the time of its disposition by the

corporation be less than nil;

(6) "capital property" of a corporation means,

* ,. (i) any depreciable property of the corporation,

» and
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(ii) any property, other than depreciable property,

any gain or loss from the disposition of which
would, if the property were disposed of, be a
capital gain or a capital loss, as the case may
be, of the corporation;

(c) "disposition" of any property except as expressly
otherwise provided, includes,

(i) any transaction or event entithng a corporation
to proceeds of disposition of property,

(ii) any transaction or event by which,

(A) any property of a corporation that is a
share, bond, debenture, note, certifi-

cate, mortgage, hypothec, agreement of

sale or similar property, or an interest

therein, is redeemed in whole or in part
or is cancelled,

(B) any debt owing to a corporation or any
other right of a corporation to receive

an amount is settled or cancelled,

(C) any share owned by a corporation is

converted by virtue of an amalgamation,
or

(D) any option held by a corporation to ac-

quire or dispose of property expires, and

(iii) any transfer of property to a trust, or any
transfer of property of a trust to any
beneficiary under the trust, except as provided
in clause v,

but, for greater certainty, does not include,

(iv) any transfer of property for the purpose only

of securing a debt or a loan, or any transfer by
a creditor for the purpose only of returning

property that had been used as security for a

debt or a loan,

(v) any transfer of property by virtue of which
there is a change in the legal ownership of the

property without any change in the beneficial

ownership thereof.
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(vi) any issue by a corporation of a bond, debenture,

note, certificate, mortgage or hypothec of the

corporation, or

(vii) any issue by a corporation of a share of its

capital stock, or any other transaction that,

but for this clause, would be a disposition by
a corporation of a share of its capital stock;

{d) "eligible capital property" of a corporation means
any property, one-half of any amount payable to the

corporation as consideration for the disposition of

which would, if it disposed of the property, be an
eligible capital amount in respect of a business within

the meaning given that expression in subsection 1 of

section 18;

{e) "foreign exploration and development expenses" in-

curred by a corporation means,

(i) any drilling or exploration expense, including

any general geological or geophysical expense,

incurred by it on or in respect of exploring or

drilling for petroleum or natural gas outside

Canada,

(ii) any prospecting, exploration or development
expense incurred by it in searching for

minerals outside Canada,

(iii) its share of the foreign exploration and develop-

ment expenses incurred by any association,

partnership or syndicate in a fiscal year there-

of, if at the end of that fiscal year it was a

member or partner thereof

;

(/) "foreign resource property" of a corporation means
any property that would be a Canadian resource pro-

perty of the corporation if clause c of subsection 12

of section 63 were read as if the references therein to

"in Canada" were read as references to "outside

Canada", and were read without reference to the
words "after 1971";

{g) "listed personal property" of a corporation means its

personal-use property that is all or any portion of,

or any interest in or right to, any,

(i) print, etching, drawing, painting, sculpture, or

other similar work of art.
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(ii) jewellery,

(iii) rare folio, rare manuscript, or rare book,

(iv) stamp, or

(v) coin;

(h) "personal-use property" of a corporation includes,

(i) property owned by it that is used primarily

for the personal use or enjoyment of one or

more individuals each of whom is,

(A) a person related to the corporation, or

(B) where the corporation is a trust, a

beneficiary under a trust or any person

related to the beneficiary,

(ii) any debt owing to the corporation in respect

of the disposition of property that was its

personal-use property, and

(iii) any property of the corporation that is an
option to acquire property that would if it

acquired it, be personal-use property of the

corporation,

and "personal-use property" of a partnership includes

any partnership property that is used primarily for the

personal use or enjoyment of any member of the

partnership or for the personal use or enjoyment of

one or more persons each of whom is a member of the

partnership or a person related to such a member

;

{i) "proceeds of disposition" of property includes,

(i) the sale price of property that has been sold,

(ii) compensation for property unlawfully taken,

(iii) compensation for property destroyed, and any
amount payable under a policy of insurance

in respect of loss or destruction of property,

(iv) compensation for property taken under statu-

tory authority or the sale price of property

sold to a person by whom notice of an
intention to take it under statutory authority

was given,
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(v) compensation for property inj uriously affected

,

whether lawfully or unlawfully or under statu-

tory authority or otherwise,

(vi) compensation for property damaged and any
amount payable under a policy of insurance

in respect of damage to property, except to

the extent that such compensation or amount,
as the case may be, has within a reasonable

time after the damage been expended on
repairing the damage,

(vii) an amount by which the liability of a corpora-

tion to a mortgagee is reduced as a result of the

sale of mortgaged property under a provision

of the mortgage, plus any amount received by
the corporation out of the proceeds of such sale,

and

(viii) any amount included in computing a corpora-

tion's proceeds of disposition of the property

by virtue of clause c of section 70,

but, notwithstanding any other provision of this

Part, does not include any amount that would
otherwise be proceeds of disposition of a share to the

extent that such amount is deemed by subsection

2 or 3 of section 78 to be a dividend ; and

ij) "superficial loss" of a corporation means its loss from
the disposition of a property in any case where

,

(i) the same or identical property, in this clause

referred to as "substituted property", was
acquired, during the period beginning thirty

days before the disposition and ending thirty

days after the disposition, by the corporation,

or a corporation controlled, whether directly or

indirectly in any manner whatever, by it, and

(ii) at the end of the period referred to in

subclause i the corporation, or the corporation

controlled, whether directly or indirectly in

any manner whatever, as the case may be,

owned the substituted property,

except that a loss otherwise described in this clause

shall be deemed not to be a superficial loss if the

disposition giving rise to the loss,
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(iii) was a disposition deemed by section 50 to have
been made,

(iv) was the expiry of an option, or

(v) was a disposition of property by the corporation

to which subsection 4 of section 79 appHes.

Avoidance 57. For the purposes of this subdivision, where the result

of one or more sales, exchanges, declarations of trust, or other

transactions of any kind whatever is that a corporation

has disposed of property under circumstances such that it may
reasonably be considered to have artificially or unduly,

(a) reduced the amount of its gain from the disposition;

(b) created a loss from the disposition; or

(c) increased the amount of its loss from the disposition,

the corporation's gain or loss, as the case may be, from the

disposition of the property shall be computed as if such

reduction, creation or increase, as the case may be, had not

occurred. New.

Subdivision C—other sources of income

be"inchided° 58.—(1) Without restricting the generality of section 12,

in Income there shall be included in computing the income of a corpora-
for year ,.,/-, r o r

tion for a fiscal year,

Pension
benefits

(a) any amount received in the fiscal year as, on account

or in lieu of payment of, or in satisfaction of a

superannuation or pension benefit

;

Annuity
payments

{b) any amount received by the corporation in the

fiscal year as an annuity payment except to the

extent that the payment is otherwise required to be

included in computing the corporation's income for

the fiscal year;

Deferred
profit
sharing plan

(c) amounts received by the corporation in the fiscal

year under a deferred profit sharing plan as provided

by section 120

;

Life insur-
ance policy
proceeds

1970-71,
c. 63 (Can.)

{d) amounts that the corporation became entitled to

receive in the fiscal year upon the disposition of an
interest in a life insurance policy, to the extent

provided by section 148 of the Income Tax Act

(Canada)

;
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le) amounts allocated to the corporation in the fiscal Allocations
v/

. -ii, iif under insur-
year by an insurer as provided by paragraph b of ance policies

subsection 1 of section 148 of the Income Tax Acf^^l^-J):,' .

c. 63 (Can.)

(Canada)

;

if) amounts received by the corporation in the fiscal ^^s^ai costs

year as legal costs awarded to it by a court on an appeal

in relation to an assessment of tax, interest or

penalties under this Act or the Income Tax Act

(Canada), if with respect to that assessment an
amount has been deducted or may be deductible

under clause b of subsection 1 of section 60 in

computing its income

;

{g) the amount, if any, by which any grant received by^«^®*jc^

the corporation in the fiscal year to enable it to carry

on research or any similar work exceeds the aggregate

of expenses incurred by it in the fiscal year for the

purpose of carrying on the work, other than,

(i) expenses in respect of which the corporation

has been reimbursed, or

(ii) expenses that are otherwise deductible in

computing the corporation's income for the

fiscal year. R.S.O. 1970, c. 91, s. 17, amended.

(2) A payment or transfer of property made pursuant i^'^^^^^^J'^g

to the direction of, or with the concurrence of, a corpora-

tion to some other person for the benefit of the corporation

or as a benefit that the corporation desired to have conferred

on the other person shall be included in computing the

corporation's income to the extent that it would be if the

payment or transfer had been made to the corporation.

R.S.O. 1970,c. 91,s. 27(1).

(3) For the purpose of this Part, a payment or transfer
|^°^^J|*''*"

in a fiscal year of property made to the corporation or some payments or

other person for the benefit of the corporation and other

persons jointly or a profit made by the corporation and
other persons jointly in a fiscal year shall be deemed to

have been received by the corporation in the fiscal year to

the extent of the corporation's interest therein notwith-

standing that there was no distribution or division thereof

in that fiscal year. R.S.O. 1970, c. 91, s. 27 (2).

(4) Where a corporation has, at any time before the transfer

end of a fiscal year, whether before or after the end of 1971, to income

transferred or assigned to a person with whom it was not

dealing at arm's length the right to an amount that would,
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Amount
receivable
as consid-
eration for
disposition
of resource
property

Amount
deducted
under s.

61 in pre-
ceding year

if the right thereto had not been so transferred or assigned be
included in computing the corporation's income for the fiscal

year because the amount would have been received or

receivable by the corporation in or in respect of the fiscal year,

the amount shall be included in computing the corporation's

income for the fiscal year unless the income is from property

and the corporation has also transferred or assigned the

property. R.S.O. 1970, c. 91, s. 33, amended.

59.—(1) Where in a fiscal year a corporation disposes of,

{a) a Canadian resource property ; or

{b) any right, licence or privilege described in sub-

section 12 of section 58 of The Corporations Tax Act,

as it read in its application to the 1971 fiscal year,

that was acquired by the corporation,

(i) in the case of,

(A) a corporation that is a principal-

business corporation within the meaning
given to that expression by subsection

12 of section 63 or that was, at the time
it acquired the property, such a princi-

pal-business corporation, or

(B) an association, partnership or syndi-

cate described in subsection 4 of section

83A of the Income Tax Act (Canada)

as it read in its application to the 1971

fiscal year,

before 1972, and

(ii) in any other case, after April 10, 1962 and
before 1972,

under an agreement or other contract or arrangement

described therein,

the amount receivable by the corporation as consideration

for the disposition thereof shall be included in computing the

corporation's income for the fiscal year, notwithstanding that

the amount of any part thereof may not be received until

a subsequent fiscal year. R.S.O. 1970, c. 91, s. 58 (15).

(2) There shall be included in computing a corporation's

income for a fiscal year any amount in respect of

,

[a] a Canadian resource property; or
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(b) any property referred to in clause b of subsection 1 or

clause a of subsection 3,

that has been deducted under section 61 in computing the

corporation's income for the immediately preceding fiscal year.

New.

(3) Where a corporation has made a disposition after 1971
q/resource^

of property owned by it on December 31, 1971, that,
Ec°uired
before 1972

{a) is property described in any of subclauses i to vi of

clause c of subsection 12 of section 63 and is not

property described in clause b of subsection 1,

the following rules apply,

(b) the relevant percentage of the amount receivable by

the corporation as consideration for the disposition

thereof shall be included in computing the corpora-

tion's income for its fiscal year in which the disposi-

tion was made, notwithstanding that the amount
or any part thereof may not be received until a sub-

sequent fiscal year ; and

(c) where the corporation and the person who acquired

the property were not dealing with each other at

arm's length, for the purposes of this section, sections ^
61 and 63,

(i) the cost to that person of the property shall be

deemed to be the amount included in the cor-

poration's income by virtue of clause b in

respect of the disposition by the corporation

of the property, and

(ii) when that person subsequently disposes of the

property or any right or interest therein, the

amount receivable by that person as con-

sideration for the disposition shall be deemed
to be the relevant percentage of the amount
actually receivable by that person as considera-

tion therefor. New.

(4) For the purposes of clauses b and c of subsection 3,Pj®^®^^*°*"
the "relevant percentage" of any amount receivable as con- "relevant

• (• 1 !• • • e • ^n percentage
sideration for the disposition of property is 60 per cent plus

the percentage, not exceeding 40 per cent, obtained when 5

per cent is multiplied by the number of full calendar years in

the period commencing at the end of 1972 and ending with the

end of the calendar year in which the disposition was made.
New.

215
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Interpre-
tation (5) In this section, "Canadian resource property" has the

meaning assigned to that expression by section 63. New.

SUBDIVISION D—DEDUCTIONS IN COMPUTING INCOME

Other
deduc-
tions

Capital
element
of annuity
payments

60.—(1) There may be deducted in computing a corpora-

tion's income for a fiscal year such of the following amounts
as are applicable,

(a) the capital element of each annuity payment, other

than a superannuation or pension benefit, a payment
under a registered retirement savings plan, or a pay-

ment of an annuity paid or purchased pursuant to a

deferred profit sharing plan, included in computing
the corporation's income for the fiscal year, that is

to say,

(i) if the annuity was paid under a contract,' an
amount equal to that part of the payment
determined in prescribed manner to have been
a return of capital, and

Expenses
of objec-
tion or
appeal

1970-71,
c. 63 (Can.)

(ii) if the annuity was paid under a will or trust,

such part of the payment as can be established

by the recipient not to have been paid out of

the income of the estate or trust ; R.S.O. 1970,

c. 91, s. 23 (1) {g).

{h) amounts paid by the corporation in the fiscal year

in respect of fees or expenses incurred in preparing,

instituting or prosecuting an objection to, or an

appeal in relation to, an assessment of tax, interest or

penalties under this Act or the Income Tax Act

(Canada); R.S.O. 1970, c. 91, s. 23 (1) {w).

Corpora-
tion tax

(c) all corporation taxes payable in the fiscal year by the

corporation. R.S.O. 1970, c. 91, s. 23 (12).

Interpre-
tation (2) In clause c of subsection 1 and in this subsection,

(a) "corporation tax" means a tax imposed by the

Legislature of a province or by a municipality in the

province that is declared by the regulations to be a

tax on corporations, but does not include,

(i) a corporation income tax, or

(ii) any other tax declared by the regulations not

to be a corporation tax

;
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{b) "corporation income tax" means a tax imposed by
the Parliament of Canada or by the Legislature of a

province or by a municipality in the province that is

declared by the regulations to be a tax of general

application on the profits of corporations. R.S.O.

1970, c. 91, s. 23 (13).

61.—(1) In computing a corporation's income for a fiscal
^^^^^^^^J^

year, in this subsection referred to as the "current fiscal year" , consideration
•'

,
'' fordisposi-

where, tion of
resource
property
not receivable

(a) by virtue of subsection 1 or 3 of section 59, an amount until

, -111- • 1 •> subsequent
has been included m computing the corporation s year

income for the current fiscal year or a previous fiscal

year; or

{b) by virtue of subsection 15 or 16 of section 58 of

The Corporations Tax Act as it read in its application R|-0- i^'^o-

to a fiscal year before the 1972 fiscal year, an amount
has been included in computing the corporation's

income for that previous fiscal year,

in respect of the disposition of any property and that amount
or a part thereof is not receivable until a day that is after

the end of the current fiscal year, there may be deducted as

a reserve in respect of that amount the part thereof that is

not receivable until a day that is after the end of the

current fiscal year, not exceeding, where the property was dis-

posed of in a fiscal year preceding the current fiscal year,

any amount deducted under this subsection in respect of the

disposition of the property in computing the corporation's

income for the fiscal year immediately preceding the current

fiscal year, and for greater certainty, no deduction may be

made in respect of that amount by virtue of clause p of

subsection 1 of section 24. R.S.O. 1970, c. 91, s. 61 (1).

(2) Subsection 1 does not apply to allow a deduction in Application
. , . ,

^^ -^
. , /-I ofsubs. 1

computing the income of a corporation for a fiscal year

if the corporation, at any time in the fiscal year or in the

immediately following fiscal year,

(a) ceases to be a resident of Canada

;

(6) becomes exempt from tax under any provision of this

Part ; or

(c) if a non-resident ceases to have a permanent
establishment in Canada. R.S.O. 1970, c. 91, s. 61 (8).
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Allowance
for oil

or eas
bII, mine or

62.— (1) There may be deducted in computing a corpora-

tion's income for a fiscal year such amount as an allowance in

timber umrt respect of an oil or gas well, mine or timber limit, if any,

as is allowed to the corporation by regulation. R.S.O. 1970,

c.91,s. 23(2) (6).

Regulations
(2) For greater certainty it is hereby declared that, in the

case of a regulation made under subsection 1 allowing to a

corporation an amount in respect of an oil or gas well or a mine

,

(«) there may be allowed to the corporation by such

regulation an amount in respect of any or all oil or gas

wells or mines in which the corporation has any
interest; and

Lessee's
share of
allowance

{b) notwithstanding any other provision contained in

this Act, the Lieutenant Governor in Council may
prescribe the formula by which the amount that may
be allowed to the corporation by such regulation shall

be determined. R.S.O. 1970, c. 91 , s. 23 (4).

(3) Where a deduction is allowed under subsection 1 in

respect of a coal mine operated by a lessee, the lessor and lessee

may agree as to what portion of the allowance each may deduct

and, in the event that they cannot agree, the Minister may
fix the portions. R.S.O. 1970, c. 91 , s. 23 (5).

Exploration
and develop-
ment ex-
penses of
principal-
business
corporations

63.— (1) A principal-business corporation may deduct, in

computing its income for a fiscal year, the lesser of,

{a) the aggregate of such of its Canadian exploration

and development expenses as were incurred by it

before the end of the fiscal year, to the extent that

they were not deductible in computing income for a

previous fiscal year; and

[b) of that aggregate, an amount equal to its income for

the fiscal year if no deduction were allowed under this

section or section 62, minus the deductions allowed

for the fiscal year by subsections 2, 5 and 6 and by
section 100. R.S.O. 1970, c. 91, s. 58 (5).

Expenses
of special
product
corporations

(2) A corporation, other than a principal-business corpora-

tion the principal business of which is described in subclauses

i or ii of clause /of subsection 12, whose principal business is

production or marketing of sodium chloride or potash or

whose business includes manufacturing products the manu-
facturing of which involves processing sodium chloride or

potash, may deduct, in computing its income for a fiscal year.
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the drilling and exploration expenses incurred by it in the

year on or in respect of exploring or drilling for halite or

sylvite. R.S.O. 1970, c. 91, s. 58 (4).

(3) A corporation other than a principal-business corpora- Expenses

tion may deduct, in computing its income for a fiscal year, taxpayers

the lesser of

,

[a) the aggregate of such of its Canadian exploration and
development expenses as were incurred by it before

the end of the fiscal year to the extent they were not

deductible in computing its income for a previous

fiscal year; and

{b) of that aggregate, the amount, if any, by which the

greater of,

(i) such amount as the corporation may claim,

not exceeding 20 per cent of the aggregate

determined under clause a, and

(ii) the aggregate of,

(A) its income for the fiscal year from
operating an oil or gas well in Canada or

from operating a mine in Canada, if the liv

corporation had an interest in the oil

or gas well, or mine, as the case may be,
'

at any time in the fiscal year,

\

(B) its income for the fiscal year from V

royalties in respect of an oil or gas well

in Canada or a mine in Canada, and

(C) the aggregate of amounts each of which

is an amount, in respect of a Canadian
resource property or a property referred

to in clause b of subsection 1 of section 59

or clause a of subsection 3 of section

59 that has been disposed of by it, equal

to the amount, if any, by which,

1. the amount included in comput-
ing its income for the fiscal year

by virtue of section 59 in respect

of the disposition of the property,

exceeds,
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2. the amount deducted under sec-

tion 61 in respect of the property
in computing its income for the

fiscal year,

if no deductions were allowed under section 62,

exceeds,

(iii) the amount of any deduction allowed by the

Corporations Tax Application Rules, 1972 in

respect of this subclause in computing the

income for the fiscal year. R.S.O. 1970,

c. 91, s. 58(10).

Dealers
(4) Sections 59 and 61 and subsection 3 do not apply in

computing the income for a fiscal year under this Part of a
corporation, other than a principal-business corporation,

whose business includes trading or dealing in rights, licences or

privileges to explore for, drill for or take minerals, petroleum,

natural gas or other related hydrocarbons. R.S.O. 1970,

c. 91,5.58(19).

coiToration's (^) Where a principal-business corporation, in this sub-

expioralwon
section referred to as the "successor corporation", has, at any

and time after 1971, acquired from another principal-business
development . . ^ .

, ,Y ,

expenses corporation, in this subsection referred to as the predecessor

corporation", all or substantially all of the property of the

predecessor corporation used by it in carrying on in Canada
its principal business, there may be deducted by the successor

corporation, in computing its income under this Part for a

fiscal year, the lesser of,

{a) the aggregate of the Canadian exploration and
development expenses incurred by the predecessor

corporation to the extent that such expenses,

(i) were not deductible by the successor corpora-

tion in computing its income for a previous

fiscal year, and were not deductible by the

predecessor corporation in computing its

income for the fiscal year in which the property

so acquired was acquired by the successor

corporation or its income for a previous fiscal

year, and

(ii) would have been deductible by the predecessor

corporation in computing its income for the

fiscal year in which the property so acquired

was acquired by the successor corporation, if
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the predecessor corporation's income for that

fiscal year had been sufficient for the purpose

;

and

(b) of that aggregate, an amount equal to such part

of its income for the fiscal year if no deduction were
allowed under this section, section 62 or the

Corporations Tax Application Rules, 1972 in respect

of this clause, minus any deductions allowed for the

fiscal year by subsections 2 and 6, section 100 and the

provisions of the Corporations Tax Application Rules,

1972 allowing a deduction for the purposes of this

clause, as may reasonably be regarded as attributable

to the production of petroleum or natural gas from
wells, or the production of minerals from mines,

situated on property in Canada from which the

predecessor corporation had, immediately before the

acquisition by the successor corporation of the

property so acquired, a right to take or remove
petroleum or natural gas or a right to take or

remove minerals,

and, in respect of any such expenses included in the aggregate

determined under clause a, no deduction may be made under this

section by the predecessor corporation in computing its

income for a fiscal year subsequent to its fiscal year in

which the property so acquired was acquired by the successor

corporation. R.S.O. 1970, c. 91, s. 58 (23).

(6) Where a principal-business corporation, in this sub- ^®^°°g*^Qj.

section referred to as the "second successor corporation" corporation's
^ Canadian

has at any time after 1971 acquired from a corporation, in exploration

this subsection referred to as the "first successor corpora- ment ^
tion", that was a successor corporation within the meaning

^''^^^^^^

of subsection 5, all or substantially all of the property
of the first successor corporation used by it in carrying on
in Canada its principal business, there may be deducted by
the second successor corporation, in computing its income
under this Part for a fiscal year, the lesser of,

[a) the aggregate determined by adding the expenses

referred to in clause a of subsection 5 for the purpose of

determining the deduction allowable to the first

successor corporation under subsection 5 in comput-
ing its income for a previous fiscal year, to the extent

that such expenses,

(i) were not deductible by the second successor

corporation or any other corporation in

computing its income for a previous fiscal
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year, and were not deductible by the first

successor corporation in computing its income
for the fiscal year in which the property so

acquired was acquired by the second successor

corporation, and

(ii) would, but for the provisions of clause b of

subsection 5, have been deductible by the

first successor corporation in computing its

income for the fiscal year in which the property

so acquired was acquired by the second
successor corporation; and

(b) of that aggregate, an amount equal to such part

of its income for the fiscal year if no decuction

were allowed under this section or section 62 or

the Corporations Tax Application Rules, 1972 in

respect of this clause, minus any deductions allowed

for the fiscal year by subsection 2, section 100 and
the provisions of the Corporations Tax Application

Rules, 1972 allowing a deduction for the purposes of

this clause, as may reasonably be regarded as

attributable to the production of petroleum or

natural gas from wells, or the production of

minerals from mines, situated on property in

Canada from which the predecessor of the first

successor corporation within the meaning of sub-

section 5 had, immediately before the acquisition

by the first successor corporation of the property

so acquired by the second successor corporation,

a right to take or remove petroleum or natural gas

or a right to take or remove minerals

,

and, in respect of any such expenses included in the aggregate

determined under clause a, no deduction may be made under
this section by the firSt successor corporation in computing its

income for a fiscal year subsequent to its fiscal year in which
the property so acquired was acquired by the second

successor corporation. R.S.O. 1970, c. 91, s. 58 (27).

exploration (^) ^ joiut exploration corporation may in a fiscal year
corporation elect in prescribed form to renounce in favour of another

corporation that is a principal-business corporation an agreed

portion of the aggregate of such of the joint exploration cor-

poration's Canadian exploration and development expenses

as were incurred by it during a period, after 1971 and before

the end of the fiscal year, throughout which the other cor-

poration was a shareholder corporation, to the extent that the

aggregate of such expenses exceeds any amount deductible

under subsection 1 in respect thereof by the joint exploration
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corporation in computing its income for any fiscal year previous

to the fiscal year in which the election was made, and upon the

election the said agreed portion,

(a) shall be deemed, for the purpose of subsection 1, to

be Canadian exploration and development expenses

incurred by the other corporation in the fiscal year

of the corporation in which the election was made;
and

(b) shall be subtracted from the aggregate described in

clause a of subsection 1 in determining the amount
deductible by the joint exploration corporation under
subsection 1 in computing its income. R.S.O. 1970,

c. 91, s. 58 (7, 8), amended.

(8) Where control of a corporation has, after 1971 and^^°^^°^

between a time when the corporation ceased to carry on
active business and a time when it commenced to carry on
active business again, been acquired by,

[a) a person; or

(6) a person and other persons with whom that person

does not deal at arm's length,

who did not control the corporation at the time when it so

ceased to carry on active business, all of the Canadian ex-

ploration and development expenses incurred by the corporatipn

before the time when it commenced to carry on active business

again shall be deemed to have been deductible in computing its

incomes for fiscal years ending before the time when such

control was so acquired. New.

(9) In computing a corporation's Canadian exploration computaUon^

and development expenses, and develop-

{a) there shall be deducted any amount paid to it,

(i) after 1971 under the Northern Mineral Ex-
ploration Assistance Regulations (Canada)

made under an Appropriation Act (Canada)

that provides for payments in respect of the

Northern Mineral Grants Program,

(ii) pursuant to any agreement entered into be-

tween the corporation and Her Majesty in

right of Canada under the Northern Mineral

Grants Program or the Development Program
of the Department of Indian Affairs and

ment
expenses
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Northern Development, to the extent that the

amount has been expended by the corporation

as or on account of Canadian exploration and
development expenses incurred by it, or

after 1971 under the Mineral Exploration As-
sistance Program (Ontario); and

(b) there shall be included any amount, except an amount
in respect of interest, paid by the corporation after

1971 under the Regulations referred to in subclause i

of clause a to Her Majesty in right of Canada and
under the Mineral Exploration Assistance Program
(Ontario) to Her Majesty in right of Ontario. R.S.O.

1970, c. 91, s. 58 (28).

Limitation
(10) Where a corporation has incurred expenses the deduc-

tion of which from income is authorized under more than one
provision of this section, the corporation is not entitled to make
the deduction under more than one provision but is entitled

to select the provision under which to make the deduction.

R.S.O. 1970, c. 91, s. 58 (30).

deemed^^ (11) For the purposes of section 12, any amount deductible
deductible under the Cor-borations Tax Ai)'blication Rules, 1972 in respect
imdsi* tjiiis

Subdivision of this subsection shall be deemed to be deductible under this

Subdivision. New.

Inter-
pretation (12) In this section,

{a) "agreed portion" in respect of a corporation that was

a shareholder corporation of a joint exploration cor-

poration means such amount as may be agreed upon

between the joint exploration corporation and the

shareholder corporation not exceeding,

(i) the payments referred to in subclause iii of

clause g made by the shareholder corporation

to the joint exploration corporation during the

period it was a shareholder corporation of the

joint corporation,

minus,

(ii) the aggregate of the amounts, if any, previously

renounced by the joint exploration corpora-
tion under subsection 7 in favour of the share-

holder corporation; R.S.O. 1970, c. 91,
s. 58 (9) (c).
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(b) "Canadian exploration and development expenses"

incurred by a corporation means,

(i) any drilling or exploration expense, including

any general geological or geophysical expense,

incurred by the corporation after 1971 on or in

respect of exploring or drilling for petroleum or

natural gas in Canada,

(ii) any prospecting, exploration or development
expense incurred by it after 1971 in searching

for minerals in Canada,

(iii) the cost to the corporation of any Canadian
resource property acquired by it,

(iv) the corporation's share of the Canadian
exploration and development expenses in-

curred after 1971 by any association, partner-

ship or syndicate in a fiscal year thereof, if at

the end of that fiscal year the corporation was
a member or partner thereof, and

(v) where the corporation is a principal-business

corporation, the amount paid by it for any
share or any interest therein or right thereto,

to the extent that the amount was paidpursuant y^
to an agreement under which it undertook to

incur, after 1971, the cost of, ^

(A) drilling or exploration activities, in-

cluding any general geological or geo-

physical activities, in or in respect of

exploring or drilling for petroleum or

natural gas in Canada,

(B) prospecting, exploration or develop-

ment activities in searching for minerals

in Canada, or

(C) acquiring a Canadian resource property

,

but, for greater certainty, does not include,

(vi) any consideration given by the corporation

for any share or any interest therein or right

thereto, except as provided by subclause v, or

(vii) any cost described in subclause v, if the

obligation of any other person to incur those
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costs was, by virtue of subclause v, a Canadian
exploration and development expense of that

other person ; New.

(c) "Canadian resource property" of a corporation means
any property acquired by it after 1971 that is,

(i) any right, licence or privilege to explore for,

drill for, or take petroleum, natural gas or other

related hydrocarbons in Canada,

(ii) any right, licence or privilege to prospect,

explore, drill, or mine for, minerals in a mineral

resource in Canada,

(iii) any oil or gas well situated in Canada,

(iv) any rental or royalty computed by reference to

the amount or value of production from an oil

or gas well, or a mineral resource, situated in

Canada,

(v) any real property situated in Canada the

principal value of which depends upon its

mineral resource content, but not including

any depreciable property situated on the

surface of the property or used or to be used

in connection with the extraction or removal
of minerals therefrom, or

(vi) any right to or interest in any property

described in any of subclauses i to v ; New.

{d) "drilling or exploration expense" incurred on or in

respect of exploring or drilling for petroleum or

natural gas includes,

(i) any annual payment made for the preservation

of a Canadian resource property or any
property referred to in clause b of subsection

1 of section 59, and

(ii) any expense incurred on or in respect of,

(A) drilling or converting a well for the

disposal of waste liquids from a petrol-

eum or natural gas well,

(B) drilling for water or gas for injection

into a petroleum or natural gas forma-

tion, or
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(C) drilling or converting a well for the

injection of water or gas to assist in

the recovery of petroleum or natural

gas from another well; R.S.O. 1970,

c. 91. s. 58 (26).

(e) "joint exploration corporation" means a principal-

business corporation that has not at any time since

its incorporation had more than ten shareholders,

not including any individual holding a share for the

sole purpose of qualifying as a director; New.

(J) "principal-business corporation" means a corporation

whose principal business is,

(i) production, refiningor marketing of petroleum,

petroleum products or natural gas, or exploring

or drilling for petroleum or natural gas,

(ii) mining or exploring for minerals,

(iii) processing mineral ores for the purpose of

recovering metals therefrom,

(iv) a combination of,

(A) processing mineral ores for the purpose
of recovering metals therefrom, and

(B) processing metals recovered from the

ores so processed,

(v) fabricating metals, or

(vi) operating a pipeline for the transmission of oil

or natural gas; and R.S.O. 1970, c. 91, s.58(5).

{g) "shareholder corporation" of a joint exploration

corporation means a corporation that for the period

in respect of which the expression is being applied,

(i) was a shareholder of the joint exploration

corporation,

(ii) was a principal-business corporation, and

(iii) made payments to the joint exploration

corporation in respect of Canadian exploration

and development expenses incurred by the

joint exploration corporation. R.S.O. 1970,

c. 91, s. 58(9).
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SUBDIVISION E—RULES RELATING
TO COMPUTATION OF INCOME

limitation re ^^' ^" Computing income, no deduction shall be made in
expenses respect of an outlay or expense in respect of which any amount

is otherwise deductible under this Act, except to the extent

that the outlay or expense was reasonable in the circumstances.

R.S.O. 1970, c. 91, s. 24(2).

Amounts Q5, Where an amount can reasonably be regarded as being
consideration in part the Consideration for the disposition of any property of
for disposition ^ . i , • • • , . / ^ ^ /.
of property a corporation and as being m part consideration for something

else, the part of the amount that can reasonably be regarded

as being the consideration for such disposition shall be

deemed to be proceeds of disposition of that property

irrespective of the form or legal effect of the contract or

agreement, and the person to whom the property was disposed

of shall be deemed to have acquired the property at the same
part of that amount. R.S.O. 1970, c. 91, s. 32 (8) par. 7.

consfdera-^
66.—(1) Except as expressly otherwise provided in this

tions Act,

(a) where a corporation has acquired anything from

a person with whom it was not dealing at arm's

length at an amount in excess of the fair market value

thereof at the time it so acquired it, the corporation

shall be deemed to have acquired it at that fair market
value

;

(6) where a corporation has disposed of anything,

(i) to a person with whom it was not dealing

at arm's length for no proceeds or for proceeds

less than the fair market value thereof at the

time it so disposed of it, or

(ii) to any person by way of gift inter vivos,

it shall be deemed to have received proceeds of

disposition therefor equal to that fair market

value ; and

(c) where a corporation has acquired property by way
of gift, bequest or inheritance, it shall be deemed to

have acquired the property at its fair market value

at the time it so acquired it. R.S.O. 1970, c. 91,

s. 28 (1, 2), amended.
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(2) Where a corporation carrying on business in Canada ^^^^

has paid or agreed to pay, to a non-resident person with whom
it was not deahng at arm's length as price, rental, royalty

or other payment for or for the use or reproduction of any
property, or as consideration for the carriage of goods or

passengers or for other services, an amount greater than the

amount, in this subsection referred to as "the reasonable

amount
'

'
, that would have been reasonable in the circumstances

if the non-resident person and the corporation had been
dealing at arm's length, the reasonable amount shall, for the

purpose of computing the corporation's income from the

business, be deemed to have been the amount that was paid or

is payable therefor. R.S.O. 1970, c. 91, s. 28 (3).

(3) Where a non-resident person had paid, or agreed to^^^em

pay, to a corporation carrying on business in Canada with

which it was not dealing at arm's length as price, rental,

royalty or other payment for or for the use or reproduction

of any property, or as consideration for the carriage of goods

or passengers or for other services, an amount less than the

amount, in this subsection referred to as "the reasonable

amount", that would have been reasonable in the circumstances

if the non-resident person and the corporation had been

dealing at arm's length, the reasonable amount shall, for the

purpose of computing the corporation's income from the

business, be deemed to have been the amount that was paid or

is payable therefor. R.S.O. 1970, c. 91, s. 28 (4).
iWf

(4) Where property of a corporation has been appropriated^'^®'" g^
in any manner whatever to, or for the benefit of, a shareholder,

for no consideration or for a consideration below the fair

market value, if the sale thereof at the fair market value

would have increased the corporation's income for a fiscal year,

for the purpose of determining the corporation's income for

the fiscal year, it shall be deemed to have sold the property

during the fiscal year and to have received therefor the fair

market value thereof. R.S.O. 1970, c. 91, s. 28 (5).

(5) Where property of a corporation has been appropriated ^^^"^

in any manner whatever to, or for the benefit of, a shareholder,

on the winding-up of the corporation, if the sale thereof at

the fair market value immediately prior to the winding-up would
have increased the corporation's income for a fiscal year, for

the purpose of determining the corporation's income for the

fiscal year, it shall be deemed to have sold the property

during the fiscal year and to have received therefor the

fair market value thereof. R.S.O. 1970, c. 91 , s. 28 (6).

67 .— (
1 ) Where a corporation has received a security or other

fifsatia-^

right or a certificate of indebtedness or other evidence of faction of
<-' income

mdebtedness wholly or partially as, in lieu of payment of, or debt
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in satisfaction of, a debt that was then payable, the amount
of which debt would be included in computing its income if it

had been paid, the value of the security, right or indebtedness

or the applicable portion thereof shall, notwithstanding
the form or legal effect of the transaction, be included in

computing its income for the fiscal year in which it was
received. R.S.O. 1970, c. 91, s. 34 (1).

Mem
(2) Where a security or other right or a certificate of

indebtedness or other evidence of indebtedness has been

received by a corporation wholly or partially as, in lieu

of payment of, or in satisfaction of, a debt before the debt

was payable, but was not itself payable or redeemable before

the day on which the debt was payable, it shall, for the

purpose of subsection 1 , be deemed to have been received when
the debt became payable by the person holding it at that time.

R.S.O. 1970,c. 91,s.34(2).

'*®™
(3) This section is enacted for greater certainty and shall

not be construed as limiting the generality of the other

provisions of this Part by which amounts are required to be

included in computing income. R.S.O. 1970, c. 91, s. 34 (3).

Bond 68. Where a bond of a debtor is acquired by a corporation
conver- . , , iiiri iii
Bion in exchange for another bond of the same debtor and

,

(a) the terms on which the bond for which it was
exchanged was issued conferred upon the holder

thereof the right to make the exchange; and

(6) the amount payable to the holder of the bond on its

maturity is the same as the amount that would have

been payable to the holder of the bond for which it

was exchanged on the maturity of that bond,

the cost of the bond so acquired and the sale price of the

bond for which it was exchanged shall be deemed to be,

(c) in the event that the bond that was exchanged was
property described in an inventory of a business

carried on by the corporation, the amount at which
it had been valued at the end of the last complete

fiscal year of the business preceding the exchange ; or

{d) in any other event, the adjusted cost base to the

corporation of the bond that was exchanged,

immediately before the exchange. R.S.O. 1970,

c. 91,s. 35.
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69.—(1) Where an amount in respect of a deductible outlay
^m?u^nts

or expense that was owing by a corporation to a person with

whom the corporation was not dealing at arm's length at the

time the outlay or expense was incurred and at the end of

the second fiscal year following the fiscal year in which
the outlay or expense was incurred, is unpaid at the end of

that second fiscal year, either,

(a) the amount so unpaid shall be included in computing
the corporation's income for the third fiscal year follow-

ing the fiscal year in which the outlay or expense was
incurred; or

(b) where the corporation and that person have filed

an agreement in prescribed form on or before the

day on or before which the corporation is required

by section 145 to file its return for the third

succeeding fiscal year, for the purposes of this Act the

following rules apply

:

(i) the amount so unpaid shall be deemed to have
been paid by the corporation and received by
that person on the first day of the said third

fiscal year, and section 153 of the Income Tax
Act (Canada), except subsection 3 thereof, is

applicable to the extent that it would apply if

that amount were being paid to that person ^
by the corporation , and

Idem

(ii) that person shall be deemed to have made
a loan to the corporation on the first day of

the said third fiscal year in an amount equal

to the amount so unpaid minus the amount, if

any, deducted or withheld therefrom by the

corporation on account of that person's tax

for the said third fiscal year. R.S.O. 1970,

c. 91, s. 29(1).

(2) Where an amount in respect of a deductible outlay

or expense that was owing by a corporation to a person with

whom the corporation was not dealing at arm's length is

unpaid at the time when the corporation is wound up, and
the corporation is wound up before the end of the second fiscal

year following the fiscal year in which the outlay or expense

was incurred, the amount so unpaid shall be included in

computing the corporation's income for the fiscal year in

which it is wound up. R.S.O. 1970, c. 91, s. 29(2).

(3) Where an amount in respect of a deductible outlay or J^^^Jfe

expense that was owing by a corporation to a person as tion

salary, wages or other remuneration in respect of an office

215
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or employment is unpaid at the end of the first fiscal year

following the fiscal year in which the outlay or expense was
incurred, either,

(a) the amount so unpaid shall be included in computing
the corporation's income for the second fiscal year

following the fiscal year in which the outlay or

expense was incurred; or

{b) where the corporation and that person have filed

an agreement in prescribed form on or before the day
on or before which the corporation is required by
section 145 to file its return for the first fiscal year
following the fiscal year in which the outlay or

expense was incurred, for the purposes of this Act
the following rules apply

:

(i) the amount so unpaid shall be deemed to have
been paid by the corporation and received

by that person on the first day of the said

second fiscal year, and section 153 of the Income
Tax Act (Canada), except subsection 3 thereof,

is applicable to the extent that it would apply

if that amount were being paid to that person

by the corporation ; and

(ii) that person shall be deemed to have made
a loan to the corporation on the first day of

the said second fiscal year in an amount
equal to the amount so unpaid minus the

amount, if any, deducted or withheld there-

from by the corporation on account of that

person's tax for the said second fiscal year.

R.S.O. 1970, c. 91, s. 29 (3).

wher^
(4) Where an amount in respect of a deductible outlay

atume or expeusc described in subsection 3 that was owing by a

woundup corporation is unpaid at the time when the corporation is

wound up, and the corporation is wound up before the end of

the first fiscal year following the fiscal year in which the

outlay or expense was incurred, the amount so unpaid shall be

included in computing the corporation's income for the fiscal

year in which it is wound up. R.S.O. 1970, c. 91, s. 29 (4).

Application (5) Subsection 1 does not apply in any case where sub-

section 3 applies and subsection 2 does not apply in any
case where subsection 4 applies. R.S.O. 1970, c. 91, s. 29 (5).

Late
(6) Where, in respect of an amount described in subsection

1 or 3 that was owing by a corporation to a person, an
agreement in a form prescribed for the purposes of this
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section is filed after the day on or before which the agreement

is required to be filed for the purposes of clause b of sub-

section 1 or clause b of subsection 3, as the case may be, both

clauses a and b of subsection 1 or 3, as the case may be, apply

in respect of the said amount, except that clause a of sub-

section 1 or clause a of subsection 3, as the case may be,

shall be read and construed as requiring 25 per cent only of

the said amount to be included in computing the corporation's

income. R.S.O. 1970, c. 91, s. 29 (6).

70. Where, at any time in a fiscal year, a corporation that,
f^recf<fs^res
and condi-

(a) was a mortgagee or other creditor of another person repossessions

who had previously acquired property; or

(6) had previously sold property to another person under

a conditional sales agreement,

has acquired or reacquired the beneficial ownership of the

property in consequence of the other person's failure to pay
all or any part of an amount, in this section referred to as

the "corporation's claim", owing by him to the corporation,

the following rules apply

:

(c) there shall be included, in computing the other

person's proceeds of disposition of the property, the

principal amount of the corporation's claim plus all

amounts each of which is the principal amount of any
debt that had been owing by the other person, to ^
the extent that it has been extinguished by virtue

of the acquisition or reacquisition, as the case may be

;

{d) any amount paid by the other person after the

acquisition or reacquisition, as the case may be, as,

on account of or in satisfaction of the corporation's

claim shall be deemed to be a loss of that person, for

his taxation year in which payment of that amount
was made, from the disposition of the property;

{e) in computing the income of the corporation for the

fiscal year,

(i) the amount, if any, claimed by it under sub-

clause iii of clause a of subsection 1 of section

42 in computing its gain for the immediately
preceding fiscal year from the disposition of

the property, and

(ii) the amount, if any, deducted under clause p
of subsection 1 of section 24 in computing

215
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the income of the corporation for the imme-
diately preceding fiscal year in respect of the

property,

shall be deemed to be nil

;

if) the corporation shall be deemed to have acquired

or reacquired, as the case may be, the property
at the amount, if any, by which the principal

amount of the corporation's claim exceeds the amount
described in subclause i or ii of clause e, as the case

may be, in respect of the property

;

{g) the adjusted cost base to the corporation of the

corporation's claim shall be deemed to be nil ; and

(A) in computing the corporation's income for the fiscal

year or a subsequent fiscal year, no amount is

deductible in respect of the corporation's claim by
virtue of clause w or r of subsection 1 of section 24.

New.

^ain^on^
71. Where at any time in a fiscal year a debt or other

settlement obligation of a corporation to pay an amount is settled or

extinguished after 1971 without any payment by it or by
the payment of an amount less than the principal amount of

the debt or obligation, as the case may be, the amount by
which the lesser of the principal amount thereof and the

amount for which the obligation was issued by the corporation

exceeds the amount so paid, if any, shall be applied

,

(a) to reduce, in the following order, the corporation's,

(i) non-capital losses,

(ii) net capital losses, and

(iii) restricted farm losses,

for preceding fiscal years, to the extent of the

amount of those losses that would otherwise be
deductible in computing the corporation's taxable

income for the fiscal year or a subsequent fiscal year;

and

{h) to the extent that the excess exceeds the portion

thereof required to be appHed as provided in clause a,

to reduce in prescribed manner the capital cost to the

corporation of any depreciable property and the

adjusted cost base to it of any capital property;

unless,
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(c) the corporation is, at that time, a bankrupt within

the meaning of section 108;

{d) the debt or obhgation was such that, if interest had
been paid by the corporation in respect of it, no

deduction would have been permitted by this Part

in respect of that interest in computing the cor-

poration's income;

{e) section 70 is appHcable in respect of the debt or

obhgation ; or

(/) the excess is otherwise required to be included in

computing the corporation's income for the fiscal

year. New.

72. In computing income, no deduction may be made in ^ansaction
respect of a disbursement or expense made or incurred in

respect of a transaction or operation that, if allowed, would
unduly or artificially reduce the income. R.S.O. 1970, c. 91,

s. 24 (5).

73.—(1) Where the result of one or more sales, exchanges, i^direc^^

declarations of trust, or other transactions of any kind what- or transfer

soever is that a person confers a benefit on a corporation, that

person shall be deemed to have made a payment to the

corporation equal to the amount of the benefit conferred

notwithstanding the form or legal effect of the transactions or

that one or more other persons were also parties thereto ; and
whether or not there was an intention to avoid or evade taxes

under this Act, the payment shall be included in computing

the income of the corporation. R.S.O. 1970, c. 91, s. 18 (1).

(2) Where it is established that a sale, exchange or other Arm's length

transaction was entered into by a corporation and other

persons dealing at arm's length bona fide and not pursuant to,

or as part of, any other transaction and not to effect payment
in whole or in part of an existing or future obligation, no party

thereto shall be regarded, for the purpose of this section and

for the purpose of section 72, as having conferred a benefit

on a corporation who was party thereto. R.S.O. 1970, c. 91,

s. 18 (2).

74. In computing the income of a corporation for a fiscal
Ptriiroing

year there shall be included an amount that is included in

computing the income of the corporation under Part XVI of

the Income Tax Act (Canada) pursuant to section 247 of isj^o-^i- c 63,

that Act. R.S.O. 1970, c. 91, s. 17(o).
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Subdivision F—amounts not included
IN computing income

Amountenot 75^—(1) There shall not be included in computing the
Income income of a corporation for a fiscal year,

Federal
grants

War Savings
Certificate

Ship or
aircraft
of non-
residents

Prospecting

(a) an amount paid to a corporation on account of a
grant under the Area Development Incentives Act
(Canada), the Industrial Research and Development
Incentives Act (Canada), the Regional Development
Incentives Act (Canada) or the Employment Support
Act (Canada); R.S.O. 1970, c. 91, s. 22 [d).

(b) an amount received under a War Savings Certificate

issued by His Majesty in right of Canada or under a

similar savings certificate issued by His Majesty in

right of Newfoundland before April 1, 1949; R.S.O.

1970,c. 91, s. 22(a).

(c) the income for the fiscal year of a non-resident cor-

poration earned in Canada from the operation by it

of a ship or aircraft in international traffic, if the

country where that corporation resided grants sub-

stantially similar relief for the fiscal year to a cor-

poration resident in Canada; R.S.O. 1970, c. 91,

s. 22 (6).

{d) an amount in respect of the receipt of a share that

section 37 provides is not to be included; R.S.O.

1970, c. 91, s. 22(c).

Interest on
certain bonds
and
debentures

{e) interest received by a corporation resident in Canada,
in this clause referred to as the "parent corporation",

on a bond, debenture, bill, note, mortgage, hypothec
or similar obligation received by it as consideration

for the disposition by it, before June 18, 1971, of,

(i) a business carried on by it in a country
other than Canada, or

(ii) all of the shares of a corporation that carried

on a business in a country other than Canada,
and such of the debts and other obligations

of that corporation as were, immediately
before the disposition, owing to the parent

corporation.

if.

(iii) the business was of a public utility or public

service nature,
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(iv) the business or the property described in sub-

clause ii, as the case may be, was disposed of

to a person or persons resident in that country,

and

(v) the obhgation received by the parent corpora-

tion was issued by or guaranteed by the

government of that country or any agent

thereof. New.

(2) [a) Subject to the prescribed conditions, there shall not Exemption

be included in computing the income of a corporation years

income derived from the operation of a mine during

the period of thirty-six months commencing with the

day on which the mine came into production. R.S.O.

1970, c. 91, s. 57 (4).

[h) In clause a,
tati^"^^'

(i) "mine" does not include an oil well, gas well,

brine well, sand pit, gravel pit, clay pit, shale

pit or stone quarry, other than a deposit of oil

shale or bituminous sand, but does include a

well for the extraction of material from a

sylvite deposit and all such wells, the material

produced from which is sent to a single plant

for processing, shall be deemed to be one mine

,

and

(ii) "production" means production in reasonable

commercial quantities. R.S.O. 1970, c. 91

s. 57 (5).

Subdivision G—corporations resident in Canada
and their shareholders

76.—(1) In computing the income of a corporation for ajaxawe

fiscal year, there shall be included all amounts received by the received

corporation in the fiscal year from corporations resident in

Canada as, on account or in lieu of payment of, or in

satisfaction of taxable dividends. R.S.O. 1970, c. 91, s. 17 {a).

(2) Where, by virtue of subsection 4 of section 58, there is
^f^^jfJnds

included in computing the corporation's income for a fiscal ^|^med^

year a dividend received by some other person, for the by taxpayer

purposes of this section and section 100, the dividend shall be
deemed to have been received by the corporation. New

Dividend

77.—(1) Where at any particular time after 1971 a dividend tax-paid

becomes payable by a Canadian corporation to shareholders sunjfusor"*^***

of any class of shares of its capital stock, iSJpius^^*^
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(a) such dividend shall be deemed to be payable out of

the corporation's tax-paid undistributed surplus on
hand or out of its 1971 capital surplus on hand to the

extent and in the same manner that such dividend is

deemed to be payable out of the corporation's tax-

paid undistributed surplus on hand or 1971 capital

surplus on hand, as the case may be, for purposes of

ig'o-'i.c.es subsection 1 of section 83 of the Income Tax Act

(Canada)

;

(6) no part of the dividend shall be included in com-
puting the income of any shareholder of the corpora-

tion; and

(c) in computing the adjusted cost base to any share-

holder of the corporation of any share of the capital

stock of the corporation owned by him, there shall be

deducted in respect of the dividend an amount as

provided by subclause i of clause a of subsection 2

of section 55. New.

Capital (2) Where at any particular time after 1971 a dividend
dividend ^^ iii- • ii^u t

becomes payable by a private corporation to shareholders oi

any class of shares of its capital stock,

(a) the dividend shall be deemed to be a capital

dividend to the extent required by subsection 2 of

section 83 of the Income Tax Act (Canada) ; and

(b) no part of the dividend shall be included in computing
the income of any shareholder of the corporation.

New.

Deemed^ 78.—(1) Where a corporation resident in Canada has at any
time after 1971 increased the paid-up capital in respect of the

shares of any particular class of its capital stock, otherwise

than by,

{a) payment of a stock dividend;

(b) a transaction by which,

(i) the value of its assets less its liabilities has

been increased, or

(ii) its liabilities less the value of its assets have

been decreased,

by an amount not less than the amount of the

increase in the paid-up capital in respect of the

shares of the particular class ; or
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(c) a transaction by which the paid-up capital in respect

of the shares of all other classes of its capital stock

has been reduced by an amount not less than the

amount of the increase in the paid-up capital in respect

of the shares of the particular class,

the corporation shall be deemed to have paid at that time a

dividend on the issued shares of the particular class equal to

the amount, if any, by which the amount of the increase in

the paid-up capital exceeds the aggregate of,

(d) the amount, if any, of the increase referred to in sub-

clause i of clause b or the decrease referred to in

subclause ii of clause b, as the case may be; and

(e) the amount, if any, of the reduction referred to in

clause c,

and a dividend shall be deemed to have been received at that

time by each person who held any of the issued shares of the

particular class immediately after that time equal to that

proportion of the dividend so deemed to have been paid by
the corporation that the number of the shares of the

particular class held by him immediately after that time is

of the number of the issued shares of that class outstanding

immediately after that time. R.S.O. 1970, c. 91, s. 55 (7).

(2) Where funds or property of a corporation resident °^^^jj^^^°°^

in Canada have at any time after. 1971 been distributed or "p. etc.

otherwise appropriated in any manner whatever to or for the

benefit of the shareholders of any class of shares in its

capital stock, on the winding-up, discontinuance or reorganiza-

tion of its business., the corporation shall be deemed to have
paid at that time a dividend on shares of that class equal to

the amount, if any, by which,

(a) the amount or value of the funds or property dis-

tributed or appropriated, as the case may be,

exceeds the lesser of,

(6) the amount, if any, by which the paid-up capital

in respect of the shares of that class immediately

before that time is reduced on the distribution

or appropriation, as the case may be ; and

(c) the paid-up capital limit of the corporation

immediately before that time,

and a dividend shall be deemed to have been received at that

time by each person who held anyof the issued shares at that
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time equal to that proportion of the amount of the excess

that the number of the shares of that class held by him
immediately before that time is of the number of the issued

shares of that class outstanding immediately before that

time. R.S.O. 1970, c. 91, s. 55(1).

itedemption,
(3) Where at any time after 1971 a corporation resident

in Canada has redeemed, acquired or cancelled in any manner
whatever, otherwise than by way of a transaction described

in subsection 2, any of the shares of any class of its capital

stock, the corporation shall be deemed to have paid at that

time a dividend on a class of shares comprising the shares

so redeemed, acquired or cancelled, equal to,

{a) in the case of any such shares in respect of the

redemption or acquisition of which the corporation

is required to pay tax under section 182 of the

(CanV'^'^ /wcowg Tax Act (Canada), the amount, if any, by
which the paid-up capital in respect of those shares

immediately before that time exceeds the paid-up

capital limit of the corporation immediately before

that time ; and

[h) in the case of any other such shares, the amount,
if any, by which the amount paid by the corporation

on the redemption, acquisition or cancellation, as

the case may be, of those shares exceeds the lesser of,

(i) the paid-up capital in respect of those shares

immediately before that time, and

(ii) the amount, if any, by which the paid-up

capital limit of the corporation immediately

before that time exceeds the amount that was
its paid-up capital in respect of the shares

referred to in clause a so redeemed, acquired

or cancelled at that time,

and a dividend shall be deemed to have been received at that

time by each person who held any of those shares at that

time equal to the aggregate of,

(c) that proportion of the excess referred to in clause a

that the number of those shares held by him
immediately before that time and described in that

clause is of the total number of those shares

described in that clause ; and

{d) that proportion of the excess referred to in clause h

that the number of those shares held by him
immediately before that time and not described in
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clause a is of the total number of those shares not

described in that clause. R.S.O. 1970, c. 91, s. 55 (2).

(4) Where at any time after 1971 a corporation resident
^f®<*^^^*^°

in Canada has reduced the paid-up capital in respect of capital

any shares of any class of its capital stock otherwise than

by way of a redemption, acquisition or cancellation of those

shares or a transaction described in subsection 2,

[a) the corporation shall be deemed to have paid at that

time a dividend on shares of that class equal to the

amount, if any, by which the amount paid by it on the

reduction of the paid-up capital exceeds the paid-

up capital limit of the corporation immediately
before that time ; and

(6) a dividend shall be deemed to have been received at

that time by each person who held any of the issued

shares at that time equal to that proportion of the

amount of the excess referred to in clause a that the

number of the shares of that class held by him
immediately before that time is of the number of the

issued shares of that class outstanding immediately

before that time. New.

IS) Where Amount
\j) vviicie,

distributed
or paid
wll6I*6 di

{a) the amount of the property distributed or appro- share

priated by a corporation as described in clause a of

subsection 2; or

{b) the amount paid by a corporation as described in

clause b of subsection 3 or clause a of subsection 4,

includes a share of the capital stock of the corporation, for

the purposes of subsections 2 to 4 the following rules apply:

(c) in computing that amount at any time, the share shall

be valued at an amount equal to the paid-up capital

in respect of the share at that time ; and

{d) the value of the share shall be included in computing
the paid-up capital limit of the corporation im-

mediately before that time. New.

(6) Subsection 2 or 3, as the case may be, is not applicable, ^jPgP'^^*|*°°
or 3

{a) in respect of any transaction or event, if subsec-

tion 1 is applicable in respect of that transaction or

event ; and
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{b) in respect of any purchase by a corporation of any of

its shares in the op)en market, if the corporation

acquired those shares in the manner in which shares

would normally be purchased by any member of the

public in the open market. New.

divfdend ^^^ ^ dividend that is deemed by this section to have been
payable paid at a particular time shall be deemed, for the purposes

of this Subdivision, to have become payable at that time.

New.

Transfer of 79^—(J) Where a person has, after 1971, disposed of ajiy

corporation property that was a capital property or eligible capital prop-

ling erty of the person to a Canadian corporation, and immediately
8 are o er

g^f^^j. ^^le disposition owned not less than 80 per cent of the

issued shares of each class of the capital stock of the cor-

poration, if the person and the corporation have jointly so

elected in prescribed form and within prescribed time the

following rules apply:

{a) the amount that the person and the corporation have
agreed upon in their election in respect of the property

shall be deemed to be the person's proceeds of dis-

position of the property and the corporation's cost of

the property;

{b) subject to clause c, where the amount that the person

and the corporation have agreed upon in their election

in respect of the property is less than the fair

market value, at the time of the disposition, of the

consideration therefor, other than any shares of the

capital stock of the corporation or a right to receive

any such shares, received by the person, the amount
so agreed upon shall, irrespective of the amount
actually so agreed upon by them, be deemed to be an

amount equal to that fair market value;

(c) where the amount that the person and the corpora-

tion have agreed upon in their election in respect

of the property is greater than the fair market value,

at the time of the disposition, of the property so

disposed of, the amount so agreed upon shall, irrespec-

tive of the amount actually so agreed upon, be deemed
to be an amount equal to that fair market value;

(d) where the property was eligible capital property in

respect of a business of the person and the amount that

,

but for this clause, would be the proceeds of dis-

position thereof is less than the least of,
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(i) twice the person's cumulative eligible capital

in respect of the business immediately before

disposition,

(ii) the cost to the person of the property, and

(iii) the fair market value of the property at the

time of disposition,

the amount agreed upon by the person and the cor-

poration in their election in respect of the property

shall, irrespective of the amount actually so agreed

upon by them, and notwithstanding clauses h and c,

be deemed to be the least of the amounts described

in subclauses i to iii inclusive

;

{e) where the property was depreciable property of a

prescribed class of the person and the amount that,

but for this clause, would be the proceeds of dis-

position thereof is less than the least of,

(i) the undepreciated capital cost to the person of

all property of that class immediately before

the disposition,

(ii) the cost to the person of the property, and

(iii) the fair market value of the property at the

time of the disposition, /

the amount agreed upon by the person and the cor-

poration in their election in respect of the property

shall, irrespective of the amount actually so agreed

upon by them, and notwithstanding clauses h and c,

be deemed to be the least of the amounts described

in subclauses i to iii inclusive

;

(/) the cost to the person of any particular property, other

than shares of the capital stock of the corporation or

a right to receive any such shares, received by him as

consideration for the disposition shall be deemed to

be an amount equal to the lesser of,

(i) the fair market value of the particular property

at the time of the disposition, and

(ii) that proportion of the fair market value, at

the time of the disposition, of the property

disposed of by the person to the corporation

that,

i»i'

215



134

(A) the amount determined under sub-
clause i is of,

(B) the fair market value, at the time of the
disposition, of all properties, other than
shares of the capital stock of the corpora-
tion or a right to receive any such
shares, received by the person as con-
sideration for the disposition;

(g) the cost to the person of any preferred shares of any
class of the capital stock of the corporation receivable
by him as consideration for the disposition shall be
deemed to be the lesser of the fair market value of
those shares immediately after the disposition and
that proportion of the amount, if any, by which the
proceeds of the disposition exceed the fair market
value of the consideration, other than shares of the
capital stock of the corporation or a right to receive
any such shares, received by him for the disposition
that,

(i) the fair market value, immediately after the
disposition, of those preferred shares of that
class,

is of,

(ii) the fair market value, immediately after the
disposition, of all preferred shares of the
capital stock of the corporation receivable by
him as consideration for the disposition;

(h) the cost to the person of any common shares of
any class of the capital stock of the corporation
receivable by him as consideration for the disposi-
tion shall be deemed to be that proportion of the
amount, if any, by which the proceeds of the dis-

position exceed the aggregate of the fair market
value, at the time of the disposition, of the considera-
tion, other than shares of the capital stock of the
corporation or a right to receive any such shares,
received by him for the disposition and the cost to
him of all preferred shares of the capital stock of the
corporation receivable by him as consideration for

that disposition, that,

(i) the fair market value, immediately after the
disposition, of those common shares of that
class,
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is of,

(ii) the fair market value, immediately after the

disposition, of all common shares of the capital

stock of the corporation receivable by him as

consideration for the disposition; and

{i) for greater certainty, where the application of this

subsection results in a capital loss of the person from
the disposition of any property, subsection 4 is ap-

plicable. New.

(2) Where, after 1971, Jr^o^^eSto
corporation
from

(a) any partnership property that was a capital property partnership

or eligible capital property of a partnership has been
disposed of to a Canadian corporation

;

(6) immediately after the disposition, not less than 80

per cent of the issued shares of each class of the

capital stock of the corporation was partnership

property; and

(c) the corporation and all the members of the partner-

ship have so elected in respect of the disposition,

in prescribed form and within prescribed time,

clauses a to i of subsection 1 are applicable in respect of the

disposition mutatis mutandis as if the partnership were a per-

son resident in Canada who had disposed of the property to

the corporation. New.

Ci) Where where
W^ w iiere, partnership

wound up

(a) in respect of any disposition of partnership property

of a partnership to a corporation, subsection 2 applies

;

(b) the affairs of the partnership were wound up within

sixty days after the disposition ; and

(c) immediately before the winding-up there was no
partnership property other than money or property

received from the corporation as consideration for the

disposition,

the following rules apply:

{d) the cost to any member of the partnership of any
property, other than shares of the capital stock of

the corporation or a right to receive any such shares,
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received by him as consideration for the disposition

of his partnership interest on the winding-up shall

be deemed to be the fair market value of the property

at the time of the winding-up

;

{e) the cost to any member of the partnership of any
preferred shares of any class of the capital stock of

the corporation receivable by him as consideration

for the disposition of his partnership interest on the

winding-up shall be deemed to be,

(i) where any common shares of the capital stock

of the corporation were also receivable by him
as consideration for disposition of the interest,

the lesser of,

(A) the fair market value, immediately after

the winding-up, of the preferred shares

of that class so receivable by him, and

(B) that proportion of the amount, if any,

by which the adjusted cost base to him
of his partnership interest immediately
before the winding-up exceeds the

aggregate of the fair market value, at

the time of the winding-up, of the con-

sideration, other than shares of the

capital stock of the corporation or a

right to receive any such shares, re-

ceived by him for the disposition of the

interest, that,

1. the fair market value, imme-
diately after the winding-up, of

the preferred shares of that class

so receivable by him,

is of,

2. the fair market value, imme-
diately after the winding-up, of

all preferred shares of the capital

stock of the corporation receiv-

able by him as consideration for

the disposition, and

(ii) in any other case, the amount determined
under paragraph B of subclause i;

(/) the cost to any member of the partnership of any
common shares of any class of the capital of the

corporation receivable by him as consideration for
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the disposition of his partnership interest on the

winding-up shall be deemed to be that proportion of

the amount, if any, by which the adjusted cost base

to him of his partnership interest immediately before

the winding-up exceeds the aggregate of the fair

market value, at the time of the winding-up, of the

consideration, other than shares of the capital stock

of the corporation or a right to receive any such

shares, received by him for the disposition of the

interest and the cost to him of all preferred shares of

the capital stock of the corporation receivable by
him as consideration for the disposition of the interest,

that,

(i) the fair market value, immediately after the

winding-up, of the common shares of that class

so receivable by him,

is of,

(ii) the fair market value, immediately after the

winding-up, of all common shares of the capital

stock of the corporation so receivable by him
as consideration for the disposition; and

(g) the proceeds of disposition of the partnership interest

of any member of the partnership shall be deemed
to be the cost to him of all shares and property re-

ceivable or received by him as consideration for the

disposition of the interest plus the amount of any
money received by him as consideration for the

disposition. New.

(4) Where a person has, after 1971, disposed of any capital where^capitai

property of the person to a corporation that, immediately ^disposition
r r J r r J of property
after the disposition, was controlled, directly or indirectly to controlled

, , 1,1 1 J i_ corporationm any manner whatever, by the person or by another person

or group of persons by whom the first person was controlled

directly or indirectly in any manner whatever, and, but for

this subsection, the first person would have had a capital loss

therefrom, the following rules apply;

[a) his capital loss therefrom otherwise determined shall

be deemed to be nil

;

{h) where, immediately after the disposition, the person

owned any common shares of any class of the capital

stock of the corporation, in computing the adjusted

cost base to him of all common shares of that class

owned by him immediately after the disposition

215
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there shall be added that proportion of the amount,
if any, by which the adjusted cost base to him,

immediately before the disposition, of the property
so disposed of exceeds his proceeds of the disposition,

that,

(i) the fair market value, immediately after the

disposition, of all common shares of that

class so owned by him,

is of,

(ii) the fair market value, immediately after the

disposition, of all common shares of the capital

stock of the corporation owned by him im-
mediately after the disposition; and

(c) where, immediately after the disposition, the person
owned no common shares of any class of the capital

stock of the corporation, in computing the adjusted

cost base to him of all preferred shares of any class of

the capital stock of the corporation owned by him
at that time, there shall be added that proportion of

the amount, if any, by which the adjusted cost base

to him, immediately before the disposition, of the

property so disposed of exceeds his proceeds of the

disposition, that,

(i) the fair market value, immediately after the

disposition, of all preferred shares of that

class so owned by him,

is of,

(ii) the fair market value, immediately after the

disposition, of all preferred shares of the

capital stock of the corporation owned by him
immediately after the disposition. New.

deprecTabie^ (^) Where subsection 1 or 2 has been applicable in respect

transfen-ed
°^ ^^y disposition of any depreciable property to a corporation,

tocontroUed in this subsectiou referred to as the "transferee", and the

capital cost to the transferor of the property exceeds the

transferor's proceeds of the disposition, for the purposes of

sections 17 and 24 and any regulations made under clause a

of subsection 1 of section 24,

(a) the capital cost of the property to the transferee

shall be deemed to be the amount that was the

capital cost thereof to the transferor ; and
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{b) the excess shall be deemed to have been allowed

to the transferee in respect of the property under
regulations made under clause a of subsection 1 of

section 24 in computing income for fiscal years before

the acquisition by the transferee of the property.

R.S.O. 1970,c.91,s.32(3).

80.—(1) Where in the course of a reorganization of the °i|g°^^tgi°°

capital of a corporation, a person has, after 1971, disposed of, byashare-
11 11 *ir holder in

and the corporation has acquired, category A shares of any course of

class of the capital stock of the corporation, the following tion^*°^^*

rules apply:
^^p^'^'

(a) the cost to the person of any property, other than

shares of the capital stock of the corporation or a

right to receive any such shares, received by him as

consideration for the disposition shall be deemed to

be its fair market value at the time of the dis-

position
;

(b) the cost to the person of any category B shares of

any • class of the capital stock of the corporation

receivable by him as consideration for the dis-

position shall be deemed to be,

(i) where category A shares were also receivable

by him as consideration for the disposition,
^l,

the lesser of.

(A) the fair market value, immediately

after the disposition, of those category B
shares of that class, and

(B) that proportion of the amount, if any,

by which the adjusted cost base to him,

immediately before the disposition, of

the category A shares so disposed of

exceeds the fair market value of the

consideration for the disposition, other

than shares of the capital stock of the

corporation or a right to receive any
such shares, received by him from the

corporation, that,

1. the fair market value, immedi-
ately after the disposition, of

those category B shares of that

class,

is of,

/.
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2. the fair market value, immedi-
ately after the disposition, of all

category B shares of the capital

stock of the corporation re-

ceivable by him as consideration

for the disposition, and

(ii) in any other case, the amount determined under
subparagraph B of subclause i

;

(c) the cost to the person of any category A shares

of any class of the capital stock of the corporation

receivable by him as consideration for the disposition

shall be deemed to be that proportion of the amount,
if any, by which the adjusted cost base to him,

immediately before the disposition, of the category A
shares so disposed of exceeds the aggregate of the fair

market value of the consideration, other than shares

of the capital stock of the corporation or a right

to receive any such shares, received by him from the

corporation as consideration for the disposition and
the cost to him of all category B shares of the

capital stock of the corporation receivable by him
as consideration for the disposition, that,

(i) the fair market value, immediately after the

disposition, of the category A shares of that

class receivable by him as consideration for the

disposition,

is of,

(ii) the fair market value, immediately after the

disposition, of all category A shares of the

capital stock of the corporation receivable

by him as consideration for the disposition;

and

(d) his proceeds of the disposition of the shares shall

be deemed to be the cost to him of all shares and
other property receivable or received by him as

consideration for the disposition of the shares plus

the amount of any money received by him on the

disposition. New.

tawon'^^ (2) For the purposes of this section,

{a) "category A share" means a common share where

the person has disposed of a common share in the

course of a reorganization, and means a preferred
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share where the person has disposed of a preferred

share in the course of a reorganization; and

(b) "category B share" means a preferred share where

a category A share means a common share, and
means a common share where a category A share

means a preferred share. New.

(3) This section is not apphcable in any case where any of ^pp^*^**'""

subsections 1 to 3 of section 79 are apphcable. New.

81.— (1) In this section, an amalgamation means a merger ^^^g^^*'"*"

of two or more corporations each of which was, immediately

before the merger, a Canadian corporation, each of which

corporations is referred to in this section as a "predecessor

corporation", to form one corporate entity, in this section

referred to as the "new corporation", in such manner that,

(a) all of the property of the predecessor corporations

immediately before the merger becomes property of

the new corporation by virtue of the merger

;

(b) all of the liabilities of the predecessor corporations

immediately before the merger become liabilities of

the new corporation by virtue of the merger ; and

(c) all of the shareholders, except any predecessor

corporation, of the predecessor corporations immedi-
ately before the merger become shareholders of

the new corporation by virtue of the merger,

otherwise than as a result of the acquisition of property of

one corporation by another corporation, pursuant to the pur-

chase of such property by the other corporation or as a

result of the distribution of such property to the other

corporation upon the winding-up of the corporation. R.S.O.

1970, c. 91, s. 66(1).

(2) Where there has been an amalgamation of two or^"^®^^jj,g

more corporations after 1971 the following rules apply:

(a) for the purposes of this Act, the corporate entity ?'^|cai

formed as a result of the amalgamation shall be deemed
to be a new corporation the first fiscal year of

which shall be deemed to have commenced at the time

of the amalgamation, and a fiscal year of a predecessor

corporation that would otherwise have ended after

the amalgamation shall be deemed to have ended
immediately before the amalgamation ; R.S.O. 1970,

c. 91, s. 66(2) par. 1.
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Inventory (b) for the purpose of computing the income of the new
corporation for its first fiscal year, where the

property described in the inventory, if any, of the

new corporation at the commencement of that fiscal

year includes,

(i) property that was described in the inventory

of a predecessor corporation at the end of the

fiscal year of the predecessor corporation that

ended immediately before the amalgamation,

which fiscal year of a predecessor corporation

is referred to in this section as its "last fiscal

year", or

(ii) property that would have been described in

the inventory of the predecessor corporation

at the end of its last fiscal year if its income
for that fiscal year had not been computed
in accordance with the method authorized

by subsection 1 of section 31,

the property so included shall be deemed to have
been acquired by the new corporation at the

commencement of its first fiscal year for an amount
determined in accordance with section 15 as the value

thereof for the purpose of computing the income

of the predecessor corporation for its last fiscal year,

except that where the income of the predecessor

corporation for its last fiscal year was computed in

accordance with the method authorized by sub-

section 1 of section 31, the amount so determined shall

be deemed to be nil; R.S.O. 1970, c. 91, s. 66 (2)

par. 2.

Method
adopted
for com-
puting
income

(c) where the method adopted by the new corporation

for computing its income for a fiscal year from a

business is not the same as the method adopted

by a predecessor corporation for computing its

income for its last fiscal year or a previous fiscal

year, in computing the income of the new corporation

for that fiscal year from the business.

(i) there shall be included any amount received

by it in that fiscal year in payment of or on
account of a debt owing to the predecessor

corporation that would, if it had been received

by the predecessor corporation in its last

fiscal year, have been included in computing
the income of the predecessor corporation for

that fiscal year, and
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(ii) there may be deducted any amount paid by
it in that fiscal year in payment of or on
account of a debt owing by the predecessor

corporation that would, if it had been paid

by the predecessor corporation in its last fiscal

year, have been deductible in computing the

income of the predecessor corporation for

that fiscal year; R.S.O. 1970, c. 91, s. 66 (2)

par. 3.

(d) for the purposes of sections 17 and 24 and any^j|^re-

regulations made under clause a of subsection 1 of property

section 24,

(i) where depreciable property of a prescribed

class has been acquired by the new corporation

from a predecessor corporation, the capital cost

of the property to the new corporation shall

be deemed to be the amount that was the

capital cost thereof to the predecessor cor-

poration, and

(ii) in determining the undepreciated capital cost

to the new corporation of depreciable property

of a prescribed class at any time,

(A) there shall be added to the capital cost yN>

to the new corporation of depreciable

property of that class acquired before ^
that time the undepreciated capital

cost to each of the predecessor corpora-

tions of property of that class imme-
diately before the amalgamation,

(B) there shall be subtracted from the

capital cost to the new corporation of

depreciable property of that class ac-

quired before that time the capital cost

to the new corporation of property of

that class acquired by virtue of the

amalgamation,

(C) a reference in subclause ii of clause a
of subsection 4 of section 17 to amounts
that would have been allowed to a cor-

poration in respect of transferred prop-
erty, at the rate that was allowed to the

corporation in respect of property of a
prescribed class, shall be construed as

including a reference to amounts that

would have been allowed to a prede-
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Capital
property

Cumulative
eligible
capital

Reserves

cessor corporation in respect of that

property at the rate that was allowed
to the predecessor corporation in re-

spect of property of that prescribed

class, and

(D) where depreciable property that is

deemed by subsection 6 of section 39 to

be a separate prescribed class has been
acquired by the new corporation from
a predecessor corporation, the property

shall continue to be deemed to be of

that same separate prescribed olass;

R.S.O. 1970, c. 91, s. 66 (2) par. 4.

{e) where any capital property, other than depreciable

property, has been acquired by the new corporation

from a predecessor corporation, the cost of the prop-

erty to the new corporation shall be deemed to be
the amount that was the adjusted cost base thereof

to the predecessor corporation immediately before

the amalgamation; New.

(/) for the purposes of computing the cumulative eligible

capital of the new corporation at any time in respect

of a business, where a predecessor corporation carried

on a business that is carried on by the new corpora-

tion the amount of the cumulative eligible capital of

the predecessor corporation immediately before the

amalgamation in respect of that business shall be
added to the amount determined under subclause i

of clause a of subsection 4 of section 18 in respect
thereof; New.

ig) for the purpose of computing the income of the new
corporation for a fiscal year,

(i) any amount that has been deducted as a

reserve in computing the income of a prede-

cessor corporation for its last fiscal year shall

be deemed to have been deducted as a reserve

in computing the income of the new corpora-

tion for a fiscal year immediately preceding

its first fiscal year, and

(ii) any amount deducted under clause r of sub-

section 1 of section 24 in computing the income
of a predecessor corporation for its last fiscal

year or a previous fiscal year shall be deemed
to have been deducted thereunder in comput-
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ing the income of the new corporation for a

fiscal year immediately preceding its first

fiscal year; R.S.O. 1970, c. 91. s. 66 (2)

par. 5.

(A) for the purpose of computing a deduction from the Debts

income of the new corporation for a fiscal year under

clause « or r of subsection 1 of section 24 or sec-

tion 35, where any debt owing to a predecessor

corporation,

(i) that was included in computing the income

of the predecessor corporation for its last

fiscal year or a previous fiscal year, or

(ii) that arose from a loan made in the ordinary

course of business by the predecessor corpora-

tion, part of whose ordinary business was the

lending of money,

has, by virtue of the amalgamation, been acquired

by the new corporation, the amount thereof shall

be deemed to be a debt owing to the new cor-

poration that was included in computing the income

of the new corporation for a previous fiscal year or

that arose from a loan so made by it , as the case may be

;

R.S.O. 1970, c. 91, s. 66 (2) par. 6.

{i) for the purpose of computing a deduction from the reser^ve

income of the new corporation for a fiscal year under
clause p of subsection 1 of section 24, any amount in-

cluded in computing the income of a predecessor cor-

poration from a business for its last fiscal year or a

previous fiscal year in respect of property sold in the

course of the business shall be deemed to have been
included in computing the income of the new cor-

poration from the business for a previous fiscal year

in respect thereof ; R.S.O. 1970, c. 91 , s. 66 (2) par. 10.

(j) for the purpose of computing a deduction from the^*^®™

income of the new corporation for a fiscal year under
clause of subsection 1 of section 24 or section 34,

any amount included in computing the income of a
predecessor corporation from a business for its last

fiscal year or a previous fiscal year by virtue of

clause a of subsection 1 of section 16 shall be deemed
to have been included in computing the income of the

new corporation from the business for a previous

fiscal year by virtue thereof; R.S.O. 1970, c. 91,

s. 66 (2) par. 14.
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Scientific
research

(k) for the purpose of section 39, any expenditure of a
capital nature on scientific research made by a prede-

cessor corporation in its last fiscal year or a previous

fiscal year that would have been deductible by the

predecessor corporation by virtue of clause b of sub-

section 1 of section 39 in computing its income for

its last fiscal year shall, to the extent that such
expenditure was not deducted by the predecessor

corporation, be deemed to be an expenditure of a
capital nature on scientific research made in Canada
by the new corporation in its first fiscal year; R.S.O.

1970, c. 91, s. 66(2) par. 11.

Proceeds
not due
until
after
end of
year

(/) for the purpose of computing the income of the new
corporation for its first fiscal year and any subsequent

fiscal year, any amount claimed under subclause iii of

clause a of subsection 1 of section 42 in computing a

predecessor corporation's gain for its last fiscal year

from the disposition of any property shall be deemed,

(i) to have been claimed under that subclause in

computing the new corporation's gain for a

fiscal year immediately preceding its first fiscal

year from the disposition of that property by it

before its first fiscal year, and

(ii) to be the amount determined under subclause

i of clause a of subsection 1 of section 42 in

respect of that property; New.

Outlays
made
pursuant
to
warranty

(m) for the purpose of section 44, any outlay or expense

made or incurred by the new corporation in a fiscal

year, pursuant to or by virtue of an obligation

described in that section incurred by a predecessor

corporation, that would, if the outlay or expense had
been made or incurred by the predecessor corporation

in that fiscal year, have been deemed to be a loss of the

predecessor corporation for that fiscal year from the

disposition of a capital property shall be deemed to be

a loss of the new corporation for that fiscal year from

the disposition of a capital property ; New.

Expiry
of options
previously
granted

for the purpose of subsection 2 of section 51 any
option granted by a predecessor corporation that

expires after the amalgamation shall be deemed
to have been granted by the new corporation, and any
proceeds received by the predecessor corporation for

the granting of the option shall be deemed to have
been received by the new corporation therefor ; New.
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(o) for the purpose of computing a deduction from the ^°'^^g^^®^*^^°°

income of the new corporation for a fiscal year under property
^ -^ disposition

section 61, any amount that has been included in

computing the income of a predecessor corporation

for its last fiscal year or a previous fiscal year by
virtue of subsection 1 or 3 of section 59, or by virtue

of subsection 5ba or 5c of section 83A of the Income (canV'
^' ^^

Tax Act (Canada) as it read in its application to a

fiscal year before the 1 972 fiscal year, shall be deemed to

have been included in computing the income of the

new corporation for a previous fiscal year by virtue

thereof ; New.

(P) for the purpose of computing the tax-paid undis-^ax-paw

tributed surplus on hand of the new corporation atbuted

any time, where a predecessor corporation has tax-onfiand

paid undistributed surplus on hand immediately

before the amalgamation the amount thereof shall be

added to the aggregate of the amounts determined
under subclause i to iii of clause k of subsection 1 of

section 83; New.

{q) for the purpose of computing the 1971 capital sur- ^^'L^^.^j

plus on hand of the new corporation at any time, s'^rpi'^s
Oil nfLTlfl

there shall be added to the aggregate of the amounts
determined under subclauses i to iv of clause / of

subsection 1 of section 83 the amount, if any, by
which,

(i) the aggregate of amounts each of which is the

1971 capital surplus on hand, if any, of a pre-

decessor corporation immediately before the

amalgamation,

exceeds,

(ii) the aggregate of amounts each of which is the

paid-up capital deficiency, if any, of a pre-

decessor corporation immediately before the

amalgamation ; New.

(r) for the purpose of computing the paid-up capital Pai^-op

deficiency of the new corporation at any time, there deficiency

shall be added to the aggregate of the amounts
determined under subclauses i to iv of clause d of

subsection 1 of section 83 the amount, if any, by
which,

(i) the aggregate of amounts each of which is

the paid-up capital deficiency, if any, of a
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Idem

Charitable
donations

Losses

predecessor corporation immediately before

the amalgamation,

exceeds,

(ii) the aggregate of amounts each of which is

the 1971 capital surplus on hand, if any, of a

predecessor corporation immediately before

the amalgamation ; New.

(s) for the purpose of computing the 1971 capital sur-

plus on hand or the paid-up capital deficiency, as the
case may be, of the new corporation, in determining
any amount under subclauses ii or vii of clause I of

subsection 1 of section 83 any capital property owned
by a predecessor corporation on December 31, 1971

that was acquired by the new corporation by virtue

of the amalgamation shall be deemed to have been
acquired by the new corporation before 1972 at an

actual cost to it equal to the actual cost of the prop-

erty to the predecessor corporation ; New.

{t) for the purposes of clauses a and h of subsection 1 of

section 98, gifts made by a predecessor corporation in

its last fiscal year shall, to the extent that they were
not deductible in computing its taxable income for

that fiscal year, be deemed to have been made by the

new corporation in a fiscal year immediately pre-

ceding its first fiscal year; R.S.O. 1970, c. 91,

s. 66 (2) par. 7.

(m) for the purpose of section 99, a non-capital loss,

net capital loss or restricted farm loss of a pre-

decessor corporation for a fiscal year is not deductible

in computing the taxable income of the new cor-

poration; R.S.O. 1970, c. 91, s. 66 (2) par. 8.

Taxable
dividends

Capital
dividend
account

{v) for the purposes of subsections 3 and 4 of section

100, where a share owned by a predecessor cor-

poration has, by virtue of the amalgamation, been

acquired by the new corporation any taxable dividend

received on the share by the predecessor corporation

that was deductible from the new corporation's

income from the predecessor corporation's income
for a fiscal year under section 100 shall be deemed
to be a taxable dividend received by the new cor-

poration that was deductible for a fiscal year under

section 100; New.

{w) in the case of a new corporation that is a private

corporation, for the purposes of computing the
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capital dividend account of the new corporation at

any particular time,

(i) one-half of the amount of any capital gain

and one-half of the amount of any capital loss

of any predecessor private corporation for any
fiscal year commencing after it last became
a private corporation and ending after 197 1 and
either before or at the time of the amalgamation
shall, in the case of a capital gain, be included,

and in the case of a capital loss, be deducted,

(ii) any amount that would, if the amalgamation
had not occurred but if any fiscal year of a

predecessor corporation that would otherwise

have ended next after the amalgamation had
ended immediately before the amalgamation,
have been required by any of subclauses ii to iv

of clause b of subsection 1 of section 83 to be
included in computing the predecessor cor-

poration's capital dividend account immedi-
ately after the amalgamation shall be included,

and

(iii) any capital dividend that became payable by
any predecessor corporation after it last be-

came a private corporation and before the

amalgamation shall be deducted ; New.

{x) in the case of a new corporation that is a mutual ^^^"*^

fund corporation, corporation

(i) for the purpose of computing its capital gains

dividend account at any time, where a pre-

decessor mutual fund corporation had a capital

gains dividend account immediately before

the amalgamation the amount thereof shall be

added to the amount determined under section

109, and

(ii) for the purpose of computing its refundable

capital gains tax on hand at the end of any
fiscal year, where a predecessor mutual fund

corporation had refundable capital gains tax

on hand immediately before the amalgamation
the amount thereof shall be added to the

amount determined under section 109; New.

iy) for the purpose of section 192 of the Income Tax Act o/mo-7i!c°63

(Canada) except subsection 1 1 thereof, where a cor- pt^vii
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poration was controlled by a predecessor corporation

immediately before the amalgamation and has, by
virtue of the amalgamation, become controlled by the

new corporation, the new corporation shall be deemed
to have acquired control of the corporation so con-

trolled at the time control thereof was acquired

by the predecessor corporation ; New.

Deslarnated
surplus

1970-71. c. 63
(Can.)

{z) for the purpose of computing the designated surplus

of the new corporation at any particular time,

there shall be added to the aggregate of the amounts
determined under subclauses i and ii of clause a of

subsection 13 of section 192 or under subclauses i

to iii of clause h of subsection 13 of section 192 of the

Income Tax Act (Canada), as the case may be, the

aggregate of amounts each of which is an amount
in respect of a predecessor corporation, equal to,

(i) in any case where the predecessor corporation

was, immediately before the amalgamation,

controlled by a corporation that, immediately

after the amalgamation and thereafter without

interruption until the particular time, con-

trolled the new corporation, its designated

surplus immediately before the amalgamation,

and

(ii) in any other case, the amount that its

designated surplus would have been immedi-

ately before the amalgamation if control of the

predecessor corporation had been acquired by
another corporation immediately before the

amalgamation ; and New.

1971
undistributed
Income on
hand

Where
share of
predecessor
corporation
owned by
another
such
corporation

{za) for the purpose of computing the 1971 undistributed

income on hand of the new corporation at any time,

except as that computation applies for the purpose

of determining the designated surplus of the new
corporation at any time, where a predecessor cor-

poration had 1971 undistributed income on hand
immediately before the amalgamation the amount
thereof shall be added to the aggregate of the amounts
determined under clauses a, b and c of subsection 4

of section 196of the /«coweTaA:^c/ (Canada). R.S.O.

1970,c. 91,s. 66(2) par. 9.

(3) Where there has been an amalgamation of two or more
corporations after 1971 and, immediately before the amalgama-
tion, one of the predecessor corporations, in this subsection

referred to as the "owner corporation", owned any share of
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the capital stock of another of the predecessor corporations,

the following rules apply,

(a) for the purpose of computing the paid-up capital

deficiency of the new corporation at any time, the

amount, if any, by which the paid-up capital in

respect of the share immediately before the amalgama-
tion exceeds the adjusted cost base of the share

to the owner corporation immediately before the

amalgamation shall be added to the aggregate of the

amounts determined under subclauses i to iv of

clause d of subsection 1 of section 83 ; and

(b) for the purpose of computing the post- 1971 un-

distributed surplus on hand, within the meaning
assigned by subsection 15 of section 192 of the

Income Tax Act (Canada), of the new corporation

at any time, the amount, if any, by which the

adjusted cost base of the share to the owner cor-

poration immediately before the amalgamation ex-

ceeds the paid-up capital in respect of the share

immediately before the amalgamation shall be added
to the aggregate of the amounts determined under
clauses a to ^ of subsection 15 of section 192 of the

Income Tax A ct (Canada) . New. fgl^^^ •

°- ^

(4) Where there has been an amalgamation of two or Rules

more corporations after 1971, for the purpose of computing for'

the income of each shareholder, except any predecessor cor-fnco^eoT

poration, who owned one or more shares of the capital stock of pre^"^*^*"^

of a predecessor corporation immediately before the amalgama- coloration
tion, the following rules apply,

{a) where a shareholder owned one or more preferred

shares of any class of the capital stock of the prede-

cessor corporation immediately before the amalgama-
tion and received no consideration for the disposition

of those shares on the amalgamation other than one

or more preferred shares of a class of capital stock

of the new corporation having substantially the same
rights and conditions attaching thereto, determined

without regard to any voting rights attaching to any
shares, as attached to the shares of the predecessor

corporation so disposed of by him,

(i) the shareholder shall be deemed to have dis-

posed of the preferred shares of the class of the

capital stock of the predecessor corporation

so disposed of by him on the amalgamation,

for proceeds equal to the adjusted cost base
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to him of those shares immediately before the

amalgamation, and

(ii) he shall be deemed to have acquired the pre-

ferred shares of the class of the capital stock

of the new corporation so acquired by him as

consideration for the disposition of the pre-

ferred shares described in clause i, at a cost to

him equal to the proceeds described in that

subclause; and

{b) where,

(i) the shareholder owned one or more common
shares of the capital stock of the predecessor

corporation immediately before the amalgama-
tion,

(ii) none of the persons, except any predecessor

corporation, who owned one or more of the

common shares of the capital stock of the

predecessor corporation immediately before

the amalgamation received any consideration

for the disposition of those shares on the

amalgamation, other than one or more shares

of the capital stock of the new corporation,

and

(iii) either,

(A) the persons, except any predecessor

corporation, who together owned all of

the common shares of the capital stock

of the predecessor corporation imme-
diately before the amalgamation to-

gether received as consideration for the

disposition of those shares on the amal-

gamation not less than 25 per cent of the

shares of each particular class of the

issued common shares of the capital

stock of the new corporation imme-
diately after the amalgamation.

or.

(B) in any case where,

1. the shareholder owned one or

more of the common shares of

the capital stock of one or more
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other predecessor corporations

immediately before the amalga-

mation, and

2. none of the persons, except any "'

predecessor corporation, who
owned one or more of the com-
mon shares of the capital stock

of such one or more other prede-

cessor corporations immediately
before the amalgamation re-

ceived any consideration for the

disposition of those shares on
the amalgamation other than

one or more shares of the capital

stock of the new corporation,

the shareholder received on the amal-

gamation, as consideration for the dis-

position of the common shares of the

capital stock of the predecessor cor-

poration and of such one or more other

predecessor corporations owned by him
immediately before the amalgamation,
not less than 80 per cent of the shares

of each particular class of the issued

common shares of the capital stock of |;l«

the new corporation immediately after

the amalgamation,

the shareholder,

(iv) shall be deemed to have disposed of the com-
mon shares of the capital stock of the prede-

cessor corporation so disposed of by him on

the amalgamation, for proceeds equal to the

adjusted cost base to him of those shares

immediately before the amalgamation, and

(v) shall be deemed to have acquired the shares

of any particular class of the capital stock of

the new corporation so acquired by him as

consideration for the disposition of the com-
mon shares described in subclause iv, at a

cost to him equal to that proportion of the

proceeds described in subclause iv that,

(A) the fair market value, immediately

after the amalgamation, of all shares

of that particular class so acquired by
him.
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is of,

(B) the fair market value, immediately after

the amalgamation, of all of the shares

of the capital stock of the new cor-

poration so acquired by him as consider-

ation for the disposition of the common
shares described in subclause iv. New.

o?8ha?e8^^ (5) For the purposes of paragraph A of subclause iii of
received clause h of subsection 4, the percentage of the shares of any
holders of particular class of the issued common shares of the capital

corporation stock of the new corporation immediately after the amal-
gamation received as described in that paragraph by the

persons, except any predecessor corporation, who together

owned all of the common shares of the capital stock of a
particular predecessor corporation shall be deemed to be,

{a) the percentage thereof otherwise determined,

plus,

{b) that proportion of the percentage described in clause

a that,

(i) the fair market value of the issued common
shares of the capital stock of the particular

predecessor corporation owned by all other

predecessor corporations immediately before

the amalgamation,

is of,

(ii) the fair market value of the issued common
shares of the capital stock of the particular

predecessor corporation owned by all persons,

except any predecessor corporation, immedi-
ately before the amalgamation. New.

e*°iora1?on ^^^ Where there has been an amalgamation of two or more
and develop- corporations after 1971 and the new corporation is a principal-

expenses business corporation within the meaning assigned by sub-

section 12 of section 63, there may be deducted by the new
corporation in computing its income for a fiscal year the

aggregate of the following amounts in respect of expenses
incurred by predecessor corporations, namely, in respect of each
individual predecessor corporation, the amount that is the

lesser of,

{a) the aggregate of the Canadian exploration and
development expenses, within the meaning assigned
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by subsection 12 of section 63, incurred by the

predecessor corporation to the extent that such

expenses,

(i) were not deductible by the new corporation

in computing its income for a previous fiscal

year, and were not deductible by the pre-

decessor corporation in computing its income
for its last fiscal year or for a previous fiscal

year, and

(ii) would, but for clause h of subsection 1 of

section 63, have been deductible by the pre-

decessor corporation in computing its income
for its last fiscal year, and

{h) of the aggregate determined under clause a, an
amount equal to such part of the income of the new
corporation for the year if no deduction were allowed

under this section, section 62 or section 63, minus
any deductions allowed for the fiscal year by section

100 as may reasonably be regarded as attributable

to the production of petroleum or natural gas from
wells, or the production of minerals from mines,

situated on property in Canada from which the pre-

decessor corporation had, immediately before the

amalgamation, a right to take or remove petroleum

or natural gas or a right to take or remove
minerals

,

and no amount in respect of expenses of the predecessor

corporation included in the aggregate determined under clause

a shall where subsection 15 of section 192 of the Income Tax Acf^^^^'^-^

(Canada) is being applied to determine for the purposes of

clause z of subsection 2 of this section the designated surplus

of the predecessor corporation immediately before the amal-

gamation, be included in the amount or amounts deductible

under any clause of subsection 15 of section 192 of the Income

Tax Ad (Canada). R.S.O. 1970, c. 91, s. 66(3, 12, 13),

amended.

82. Where a Canadian corporation, in this section referred windinp-up

to as the "subsidiary", has been wound up after 1971 and all owned

of the issued shares of the capital stock thereof were, corporation

immediately before the winding-up, owned by another Canadian

corporation, in this section referred to as the "parent", not-

withstanding any other provisions of this Act the following

rules apply

:
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(a) each property of the subsidiary that was distributed

to the parent on the winding-up shall be deemed
to have been disposed of by the subsidiary for pro-

ceeds equal to,

(i) in the case of any property described in

subsection 2 of section 59, nil, and

(ii) in the case of any other property, the cost

amount to the subsidiary of the property

immediately before the winding-up

;

(6) the shares of the capital stock of the subsidiary

shall be deemed to have been disposed of by the

parent on the winding-up for proceeds equal to the

greater of,

(i) the lesser of the paid-up capital limit of the

subsidiary immediately before the winding-up

and the amount determined under subclause i of

clause d, and

(ii) the aggregate of amounts each of which is an
amount in respect of any share of the

capital stock of the subsidiary so disposed

of by the parent on the winding-up, equal

to the adjusted cost base to the parent of

the share immediately before the winding-up

;

(c) the cost to the parent of each property of the

subsidiary distributed to the parent on the winding-

up shall be deemed to be the amount deemed by
clause a to be the proceeds of disposition of the

property, plus, where the property was a capital

property, other than depreciable property, of the

subsidiary, the amount determined under clause d in

respect thereof

;

(d) the amount determined under this clause in respect

of each property that was a capital property, other

than depreciable property, of the subsidiary in such

portion of the amount, if any, by which the aggregate

determined under subclause ii of clause b exceeds,

(i) the amount, if any, by which,

(A) the aggregate of amounts each of which
is an amount in respect of any property

owned by the subsidiary immediately

before the winding-up, equal to the cost
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amount to the subsidiary of the property

immediately before the winding-up,

plus the amount of any money of the

subsidiary on hand immediately before

the winding-up,

exceeds,

(B) the aggregate ofamounts each ofwhich is

the amount of any debt owing by the

subsidiary, or of any other obligation

of the subsidiary to pay any amount,
that was outstanding immediately
before the winding-up,

as is designated by the parent in respect of that

capital property in its return of income under this

Part for its fiscal year in which the subsidiary was
so wound up, except that,

(ii) in no case shall the amount so designated

in respect of any such capital property exceed

the amount, if any, by which the fair market
value of the property immediately before the

winding-up exceeds the cost amount to the

subsidiary of the property immediately before

winding-up, and i|^

(iii) in no case shall the aggregate of amounts ^
so designated in respect of all such capital

properties exceed the amount, if any, by which
the aggregate determined under subclause ii

of clause b exceeds the amount determined

under subclause i

;

{e) the subsidiary shall be deemed to have paid and
the parent shall be deemed to have received,

immediately before the winding-up, a dividend on
the shares of the capital stock of the subsidiary

equal to the amount, if any, by which the amount
determined under subclause i of clause d exceeds

the paid-up capital limit of the subsidiary immedi-
ately before the winding-up ; and

(/) where property that was depreciable property of a
prescribed class of the subsidiary has been distributed

to the parent on the winding-up and the capital cost

to the subsidiary of the property exceeds the amount
deemed by clause a to be the subsidiary's proceeds

of disposition thereof, for the purposes of sections
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17 and 24 and any regulations made under clause a

of subsection 1 of section 24,

(i) notwithstanding clause c the capital cost to

the parent of the property shall be deemed
to be the amount that was the capital cost

thereof to be the amount that was the capital

cost thereof to the subsidiary, and

(ii) the excess shall be deemed to have been

allowed to the parent in respect of the property

under regulations made under clause a of

subsection 1 of section 24 in computing income

for fiscal years before the acquisition by the

parent of the property. New.

tStfr 83.— (1) In this Subdivision,

[a] "Canadian corporation" at any time means a cor-

poration that was resident in Canada at that time

and was,

(i) incorporated in Canada, or

(ii) resident in Canada throughout the period com-
mencing June 18, 1971 and ending at that

time,

except that for the purposes of subsection 1 of

section 77 a corporation that was incorporated in

Canada before April 27, 1965 and that was not

resident in Canada at the end of 1971 shall be
deemed not to be a Canadian corporation; R.S.O.

1970, c. 91, s. 1 (1) par. 8.

(6) "capital dividend account" of a corporation at any
particular time means the amount, if any, by which

the aggregate of,

(i) one half of the amount, if any, by which the

aggregate of the capital gains of the cor-

poration, for fiscal years in the period com-
mencing with the first fiscal year commencing
after the time the corporation last became a

private corporation and ending after 1971,

and ending with the last fiscal year ending

before the particular time, exceeds the aggre-

gate of its capital losses for those fiscal years.
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(ii) all amounts each of which is an amount in

respect of a dividend received by the corpora-

tion on a share of the capital stock of another

corporation in the period, which amount was,

by virtue of subsection 2 of section 77, not

included in computing the income of the cor-

poration,

(iii) all amounts each of which is an amount in

respect of a business carried on by the cor-

poration at any time in the period, equal to

the amount, if any, by which,

(A) the aggregate of the eligible capital

amounts, within the meaning assigned

by subsection 1 of section 18, in re-

spect of the business that became pay-

able to the corporation in the period,

exceeds the aggregate of,

(B) the cumulative eligible capital of the

corporation in respect of the business

at the commencement of the period, and

(C) one-half of the aggregate of the eligible

capital expenditures in respect of the

business that were made or incurred by
the corporation in the period, and t\

(iv) the amount, if any, by which,

(A) the proceeds of any life insurance policy

received by the corporation in the

period and after 1971 in consequence

of the death of any person whose life

was insured under the policy,

exceeds,

(B) all amounts paid as or on account of

premiums paid under the policy,

exceeds the aggregate of all capital dividends that

became payable by the corporation after the com-
mencement of the period and before the particular

time; 'New.

(c) "paid-up capital" in respect of a share of any class

of the capital stock of a corporation at any particular

m
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time means an amount equal to the paid-up capital

of the corporation at that time that is represented

by the shares of the class to which that share

belongs, divided by the number of issued shares of

that class then outstanding; R.S.O. 1970, c. 91,

s. 2 (2) (g).

(d) "paid-up capital deficiency" of a corporation at any
particular time means the amount, if any, by which

the aggregate of,

(i) the amounts determined under subclauses v

and vi of clause / in respect of the corporation,

(ii) all amounts determined under subclauses vii

and viii of clause / in respect of the corporation

at the particular time,

(iii) the paid-up capital at the particular time in

respect of any shares of the capital stock of

the corporation issued after 1971 that were

received by a person as described in subsec-

tion 1 of section 37, and

(iv) where subsection 1 or 2 of section 79 has been

applicable in respect of any dispositioii of

property to the corporation before the par-

ticular time, the amount, if any, by which,

(A) the amount by which any increase, by
virtue of the disposition, in the paid-up

capital of the corporation exceeds any
increase, by virtue of the disposition,

in the value of its assets, determined

as though the value of any property so

transferred were its cost to the cor-

poration for the purposes of this Part

and as though this Part were read with-

out reference to subsection 5 of sec-

tion 79, less its liabilities,

exceeds,

(B) the amount by which any increase, by
virtue of the disposition, in the paid-up

capital of the corporation exceeds any
increase, by virtue of the disposition,

in the value of its assets less its liabili-

ties,

exceeds the aggregate of,
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(v) the tax equity of the corporation at the end
of its 1971 fiscal year,

(vi) all amounts determined under subclauses ii,

iii, iv and iv.l of clause / in respect of the

corporation at the particular time,

(vii) all amounts each of which is an amount deemed
by subsection 2, 3, or 4 of section 78 to be a

dividend paid before the particular time by the

corporation on shares of any class, to the extent

of the amount, if any, by which the paid-up

capital in respect of the shares of that class

at the time the dividend was paid exceeds the

paid-up capital limit of the corporation at the

time the dividend was paid,

(viii) all amounts each of which is an amount in

respect of a reduction of the paid-up capital

of the corporation after its 1971 fiscal year

and before the particular time, equal to the

amount, if any, by which the amount of the

reduction exceeds the aggregate of amounts
paid by it to its shareholders on the reduction,

(ix) all business losses, within the meaning of r^gRs.o.i970,c.9i

Corporations Tax Act as it read in its applica-

tion to the 1971 fiscal year, sustained by the

corporation in fiscal years ending before 1972,

to the extent that such losses have been

deducted under clause a of subsection 1 of sec-

tion 99 from the corporation's income for any
fiscal year ending after 1971 and before the

particular time, and

(x) all amounts each of which is an amount in

respect of any purchase by the corporation

before the particular time of any shares of

its capital stock in respect of which tax under

section 181 of the Income Tax Act (Canada) .^^'^^y-
°- ^^

is payable by it, equal to the amount, if any,

by which the amount described in clause a of

subsection 1 of section 181 of that Act in

respect of the purchase exceeds the amount
described in clause b of subsection 1 of sec-

tion 181 of that Act in respect thereof; New.

{e) "paid-up capital limit" of a corporation at any
particular time means the amount, if any, by which

the paid-up capital of the corporation at that time
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in respect of all of the shares of its capital stock

exceeds the corporation's paid-up capital deficiency

at that time ; New.

(/) "private corporation" at any particular time means
a corporation that, at the particular time, was resident

in Canada, was not a public corporation, and was not

controlled, directly or indirectly in any manner
whatever, by one or more public corporations; and
for greater certainty for the purposes of determining,

at any particular time, when a corporation last became
a private corporation,

(i) a corporation that was a private corporation

at the commencement of its 1972 fiscal year

and thereafter without interruption until the

particular time shall be deemed to have last

become a private corporation at the end of its

1971 fiscal year, and

(ii) a corporation incorporated after 1971 that

was a private corporation at the time of its

incorporation and thereafter without inter-

ruption until the particular time shall be

deemed to have last become a private cor-

poration immediately before the time of its

incorporation ; New.

{g) "public corporation" at any particular time means
a corporation that was resident in Canada at the

particular time, if,

(i) at the particular time, a class or classes

of shares of the capital stock of the corporation

were listed on a prescribed stock exchange in

Canada,

(ii) at any time after June 18, 1971 and,

(A) before the particular time, it elected

in the prescribed manner to be a public

corporation, and at the time of the

election it complied with the prescribed

conditions relating to the number of its

shareholders, dispersal of ownership of

its shares, public trading of its shares

and size of the corporation, or

(B) before a day thirty days before the

particular time, it was, by notice in
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writing to the corporation, designated

by the Minister of National Revenue
for Canada to be a pubHc corporation,

and at the time it was so designated

it compUed with the conditions referred

to in paragraph A,

unless subsequent to the election or designation,

as the case may be, and before the particular

time, it ceased to be a public corporation by
virtue of subclause iii, or

(iii) at any time after June 18, 1971 and before

the particular time, it was a public corporation,

unless after the time it last became a public

corporation and,

(A) before the particular time, it elected

in the prescribed manner not to be a

pubhc corporation, and at the time it so

elected it complied with the prescribed

conditions relating to the number of

its shareholders, dispersal of ownership

of its shares and public trading of its

shares, or

(B) before a day thirty days before the

particular time, it was, by notice in

writing to the corporation, designated

by the Minister of National Revenue
for Canada not to be a public corpora-

tion, and at the time it was so designated

it complied with the conditions referred

to in paragraph A,

in which case it shall be deemed thereupon

to have ceased to be a public corporation;

New.

{h) "tax equity" of a corporation at the end of its 1971

fiscal year means the amount, if any, by which the

aggregate of all amounts each of which is,

(i) an amount in respect of depreciable property
of a prescribed class owned by the corporation

immediately after that time, equal to the

undepreciated capital cost thereof to the

corporation at that time.

^
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(ii) an amount in respect of any other depreciable

property owned by the corporation at that time,

equal to the amount by which,

(A) the actual cost of the property to the

corporation, or the amount at which it

was deemed to have acquired the prop-

erty under subsection 8 of section 32
R.s.o. 1970, c. 91 of The Corporations Tax Act as it read

in its application to the 1971 fiscal

year, as the case may be,

exceeds,

(B) the aggregate of amounts in respect

of the cost of the property that were

allowed under clause a of subsection 2

of section 23 of The Corporations Tax
Act as it so read in computing the

income of the corporation for taxation

years ending before 1972,

(iii) an amount in respect of any capital property,

other than depreciable property, owned by
the corporation at that time, equal to its

cost to the corporation, determined without

reference to the Corporations Tax Application

Rules, 1972, minus any amounts in respect

of the cost thereof deducted in computing
the income of the corporation under this

Part for any fiscal year ending before 1972,

(iv) an amount in respect of property owned by
the corporation and described in its inventory

at that time equal to its value, at that time,

for the purposes of computing the income of

the corporation under Part III of The Cor-

porations Tax Act as it read in its application

to the 1971 fiscal year,

(v) the amount of any debt owing to the cor-

poration, other than any debt the amount of

which was included in computing the cor-

poration's income for its 1971 fiscal year and

deducted in computing that income under

clause m of subsection 1 of section 23 of The

Corporations Tax Act as it read in its appli-

cation to the 1971 fiscal year, or of any other

right of the corporation to receive an amount,

that was outstanding at that time, minus
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such portion thereof as was not but would have
been, if the amount had been received by the

corporation in its 1971 fiscal year, included in

computing its income for that fiscal year,

(vi) the amount of any money of the corporation

on hand at that time, or

(vii) such part, if any, of,

(A) the cost to the corporation of any
property, other than property described

in subclauses i to v, owned by the

corporation at that time, or

(B) any expenditure incurred by the cor-

poration, other than an expenditure to

acquire property, before that time,

as was not deductible in computing the cor-

poration's income for the 1971 or any previous

fiscal year for the purposes of Part III of

The Corporations Tax Act as it read in its^|jOi9''o.

application to that fiscal year, but would have
been deductible in computing its income for

the 1971 fiscal year if The Corporations Tax
Act as it read in its application to that fiscal

year had been read without reference to any
restriction on the quantum of any deduction

thereunder,

exceeds the aggregate of all amounts each of which is,

(viii) the amount of any debt owing by the corpora-

tion or of any other obligation of the cor-

poration to pay an amount, that was outstand-

ing at that time, minus such part, if any,

thereof as would be, if the amount were paid

by the corporation in its 1972 fiscal year,

deductible in computing its income for its 1972

fiscal year, or

(ix) the amount of any reserve deducted in

computing the corporation's income for its

1971 fiscal year under Part III of The Cor-

porations Tax Act as it read in its application

to that fiscal year; New.

{i) "taxable Canadian corporation" means a corpora-

tion that.

215



166

(i) was a Canadian corporation at the time any
dividend in respect of which the expression

is relevant was received or deemed to have been
received, and

(ii) was not, by virtue of a statutory provision,

(Can
V' ^' ^ exempt from tax under Part I of the Income

Tax Act (Canada) for the fiscal year of the

corporation during which the dividend was
received or deemed to have been received ; New.

{j) "taxable dividend" means a dividend in respect

of which the corporation paying the dividend has

not elected in accordance with section 83 of the

Income Tax Act (Canada) in respect of the full

amount thereof ; New.

{k) "tax-paid undistributed surplus on hand" of a

corporation at any particular time means the

amount, if any, by which the aggregate of,

(i) the lesser of,

(A) the amount that the corporation's

tax-paid undistributed income, within

the meaning of the Income Tax Act

(Canada) as it read in its application

to the 1971 fiscal year, would be, if that

Act as it so read were applicable to the

period consisting of that part of the

corporation's 1972 fiscal year that is

before 1972, as of the end of 1971, and

(B) the amount that the corporation's

1971 undistributed income on hand, as

determined for purposes of the Income
Tax Act (Canada), would be on January
1, 1972 if subsection 4 of section 196

of the Income Tax Act (Canada) were

read without reference to clause d
thereof,

(ii) all amounts on which, before the particular

time, tax has been paid by the corporation

under Part IX of the Income Tax Act (Canada),

minus all amounts of that tax, and

(iii) all amounts each of which is an amount
in respect of a dividend received by the

corporation on a share of any class of the
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capital stock of another corporation after

1971 and before the particular time, equal

to the amount, if any, by which,

(A) that proportion of such part of the

whole dividend paid by the other

corporation on all shares of that class

at the time it paid the dividend so

received by the corporation as was
payable out of the other corporation's

tax-paid undistributed surplus on hand,

that the dividend so received by the

corporation is of the whole dividend

so paid by the other corporation,

exceeds,

(B) 85/15 of the amount, if any, that the

Minister of National Revenue for

Canada was, before the particular

time, required by subsection 2 of

section 196 of the Income Tax Act]^^^'^-^
(Canada) to pay to the corporation in

respect of the dividend so received

by it,

exceeds the aggregate of such of the dividends

that became payable by the corporation before

the particular time as were payable out of the

corporation's tax-paid undistributed surplus on hand

;

and, New.

(/) "1971 capital surplus on hand" of a corporation at

any particular time means the amount, if any, by
which the aggregate of,

(i) the tax equity of the corporation at the end
of its 1971 fiscal year,

(ii) all amounts each of which is an amount in

respect of a capital property of the corpora-

tion owned by it on December 31, 1971 and
disposed of by it after that date and before

the particular time, equal to the amount, if

any, by which the lesser of its fair market
value on the day fixed by proclamation for

the purposes of Subdivision B and the corpora-

tion's proceeds of disposition thereof exceeds

its actual cost to the corporation determined

without reference to the Corporations Tax
Application Rules, 1972,

215



168

(iii) all amounts each of which is an amount in

respect of a capital property owned by it at

the end of its 1971 fiscal year or acquired by
it thereafter and disposed of by the corpora-

tion before 1972, equal to the amount, if any,

by which the corporation's proceeds of disposi-

tion thereof exceeds its actual cost to the

corporation determined without reference to

the Corporations Tax Application Rules, 1972,

(iv) all amounts each of which is an amount in

respect of a dividend received by the cor-

poration on a share of the capital stock of

another corporation after 1971 and before the

particular time, which amount was, by virtue

of subsection 1 of section 77, not included in

computing the income of the corporation by
virtue of this Subdivision, minus such portion,

if any, of that amount as was payable out of

the other corporation's tax-paid undistributed

surplus on hand, and

(iv.l) all amounts each of which is an amount in

respect of an eligible capital amount, within

the meaning assigned by subsection 1 of sec-

tion 18, in respect of a business carried on by
the corporation that became payable to the

corporation in a fiscal year commencing after

the time the corporation last became a private

corporation and ending before the particular

time, equal to the amount, if any, by which,

(A) the amount that the eligible capital

amount would be but for the provisions

of the Corporations Tax Application

Rules, 1972 relating to section 18,

exceeds,

(B) the eligible capital amount,

exceeds the aggregate of,

(v) the paid-up capital of the corporation at the

end of its 1971 fiscal year in respect of all of

the shares of its capital stock,

(vi) the amount that the corporation's undis-

tributed income on hand, within the meaning

Ic&a'.)''^'^ assigned by the Income Tax Act (Canada) as
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it read in its application to the 1971 fiscal year,

would be at the end of its 1971 fiscal year if,

(A) that Act as it so read were read with-

out reference to subclause iii of clause a

of subsection 1 of section 82 thereof, and

(B) reference in clause a of subsection 1 of

section 82, except paragraph A of sub-

clause vii, thereof to "1917" were read

as references to "1950",

(vii) all amounts each of which is an amount in

respect of a capital property, other than de-

preciable property, of the corporation owned
by it on December 31, 1971 and disposed of

by it after that date and before the par-

ticular time, equal to the amount, if any,

by which its actual cost to the corporation

determined without reference to the Corpora-

tions Tax Application Rules, 1972 exceeds the

greater of the fair market value of the prop-

erty on the day fixed by proclamation for

the purposes of Subdivision B and the cor-

poration's proceeds of disposition thereof,

(viii) all amounts each of which is an amount in

respect of a capital property, other than de- \^
preciable property, owned by it at the end of

its 1971 fiscal year or acquired by it there-

after and disposed of by it before 1972, equal

to the amount, if any, by which its actual

cost to the corporation determined without

reference to the Corporations Tax Application

Rules, 1972 exceeds the corporation's proceeds

of disposition thereof, and

(ix) all amounts each of which is an amount in

respect of a dividend that became payable by
the corporation before the particular time,

equal to the portion, if any, thereof payable

out of its 1971 capital surplus on hand. New.

(Ifl) In subsection 1, "the day fixed by proclamation forty^^^®**

the purposes of Subdivision B" is the day fixed by proclamation f^oci^amaMon

for the purposes of Subdivision C of Division B of Part I of (Can.)

the Income Tax Act (Canada). New.

(2) Notwithstanding clause / of subsection 1, a fife insur-JJ^JJ^^j^i

ance corporation's 1971 capital surplus on hand at any par-^^^^^|°^g

ticular time is the amount, if any, by which the aggregate of, insurance
J J o<j ^ corporation

215
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(a) all amounts each of which is an amount in respect

of any property disposed of by the corporation after

1968 and before 1972 that would, if the property had
been disposed of after 1972, have been a capital

property of the corporation, equal to the amount,
if any, by which the proceeds of disposition of the

property exceed the cost to the corporation thereof;

and

(6) the amount determined under subclause ii of clause /

of subsection 1 in respect of the corporation at the

particular time,

exceeds the aggregate of,

(c) all amounts each of which is an amount in respect

of any property described in clause a, equal to the

amount, if any, by which the cost to the corporation

of the property exceeds the proceeds of disposition

thereof

;

(d) the amount determined under subclause vii of clause /

of subsection 1 in respect of the corporation at the

particular time ; and

{e) all amounts each of which is an amount in respect

of a dividend that became payable by the cor-

poration before the particular time, equal to the

portion, if any, thereof payable out of its 1971

capital surplus on hand. New.

Subdivision H—shareholders of
corporations not resident in canada

Dividends g4^ In computing the income for a fiscal year of a cor-

fromnon- Doration resident in Canada, there shall be included any
rfisidsnti

corporation amounts received by the corporation in the fiscal year as,

on account or in lieu of payment of, or in satisfaction of,

dividends on a share owned by it of the capital stock of a

corporation not resident in Canada. New.

Subdivision I

—

partnerships
AND their members

General §5.—(1) Where a corporation is a member of a partner-

ship, its income, net capital loss, non-capital loss and restricted

farm loss, if any, for a fiscal year, or its taxable income
earned in Canada for a fiscal year, as the case may be, shall

be computed as if,
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(a) the partnership were a separate person resident in

Canada

;

(6) the taxation year of the partnership were its fiscal

year;

(c) each partnership activity, including the ownership

of property, were carried on by the partnership as a

separate person, and a computation were made of

the amount of,

(i) each taxable capital gain and allowable

capital loss of the partnership from the dis-

position of property, and

(ii) each income and loss of the partnership from

each other source or from sources in a par-

ticular place,

for each fiscal year of the partnership;

(d) each income or loss of the partnership for a fiscal

year were computed as if no deduction were per-

mitted by subsection 1 of section 62, section 63 or

the provisions of the Corporations Tax Application

Rules, 1972 relating to exploration and development

expenses

;

(e) each gain of the partnership from the disposition

of land used in a farming business of the partnership

were computed as if this Act were read without

reference to clause h of subsection 1 of section 55;

(/) the amount of the income of the partnership for a

fiscal year from any source or from sources in a

particular place were the income of the corporation

from that source or from sources in that particular

place, as the case may be, for the fiscal year of the

corporation in which the partnership's fiscal year

ends, to the extent of the corporation's share thereof;

and

{g) the amount of the loss of the partnership for a fiscal

year from any source or from sources in a particular

place were the loss of the corporation from that source

or from sources in that particular place, as the case

may be, for the fiscal year of the corporation in which
the partnership's fiscal year ends, to the extent of

the corporation's share thereof.
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Construction (2) The provisions of this Subdivision shall be read and
construed as if each of the assumptions in clauses a to ^ of

subsection 1 were made. New..

Contribution
of property
to
partnership

86.—(1) Where at any time after 1971 a partnership has

acquired property from a person who was, immediately after

that time, a member of the partnership, the partnership shall

be deemed to have acquired the property at an amount equal

to its fair market value at that time and the person shall

be deemed to have disposed of the property for proceeds

equal to that fair market value. New.

Rules
applicable
wnere
election
by partners

(2) Notwithstanding any other provision of this Act, where

at any time after 1971 a Canadian partnership has acquired

property from a person who was, immediately after that

time, a member of the partnership, if all the persons who
immediately after that time were members of the partner-

ship have jointly so elected in respect of the property in the

prescribed form and within the prescribed time, the following

rules apply

:

[a) the amount that all of those persons have agreed

upon in their election in respect of the property

shall be deemed to be the person's proceeds of

disposition of the property and the amount for which

the partnership acquired the property

;

(6) the amount, if any, by which the amount so elected

in respect of the property exceeds the amount of the

consideration, other than an interest in the partner-

ship, received by the person for the property shall,

(i) if immediately before that time the person

was a member of the partnership, be included

in computing the adjusted cost base to him
of his interest in the partnership, and

(ii) in any other case, be included in computing

the cost to him of his interest in the partner-

ship;

(c) where the amount that all of those persons have

agreed upon in their election in respect of the

property is greater than the fair market value, at

the time of the disposition, of the property so

disposed of, the amount so agreed upon shall,

irrespective of the amount actually so agreed upon,

be deemed to be an amount equal to that fair

market value ; and
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(d) notwithstanding clause c, where the amount that

all of those persons have agreed upon in their

election in respect of the property is less than the

amount of the consideration, other than an interest

in the partnership, received by the person for the

property, the amount so agreed upon shall, irrespective

of the amount so agreed upon, be deemed to be an
amount equal to the amount of that consideration.

New.

(3) Where at any time after 1971 a partnership has where
^

. , e -i-if property
acquired property from a person who was, immediately after acquired from

mfliioritv
the acquisition, a member of the partnership, and, interest

partner

(a) the person's share, as a member of the partnership,

of the income of the partnership from any source for

the fiscal year of the partnership in which the property

was acquired exceeds one-half of the income of the

partnership from that source for the fiscal year ; or

(6) the amount that would, if the partnership were

wound up immediately after the acquisition, be

paid to the person as a member of the partnership,

otherwise than as his share of any income of the

partnership, exceeds one-half of the aggregate of all

such amounts that would be so paid to all persons

as members of the partnership,

the loss, if any, of the person arising from the acquisition of

the property by the partnership,

(c) is, notwithstanding any other provision of this Act,

not deductible in computing the income, net capital

loss, non-capital loss or restricted farm loss, if any,

of the person for any fiscal year ; and

{d) shall,

(i) where immediately before that time the person

was a member of the partnership, be included

in computing the adjusted cost base to him
of his interest in the partnership, and

(ii) in any other case, be included in computing
the cost to him of his interest in the partner-

ship. New.

(4) Where subsection 2 has been applicable in respect of^^^^j

the acquisition of any depreciable property by a partnership cost to^

from a person who was, immediately after he disposed of exceeds
^ J I proceeds of

disposition
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the property, a member of the partnership and the capital

cost to the person of the property exceeds his proceeds of the

disposition, for the purposes of sections 17 and 24 and any
regulations made under clause a of subsection 1 of section 24,

(a) the capital cost to the partnership of the property
shall be deemed to be the amount that was the

capital cost thereof to the person ; and

[b) the excess shall be deemed to have been allowed to

the partnership in respect of the property under
regulations made under clause a of subsectioa 1 of

section 24 in computing income for fiscal years

before the acquisition by the partnership of the

property. New.

?f pa?tni?-°
^'^•— ( 1 ) Fo^ the purposes of this Act , notwithstanding that

ship property at any time after 1971 a partnership would, but for this

subsection, be regarded as having ceased to exist,

{a) until such time as all of the partnership property

and any property substituted therefor has been
distributed to the persons entitled by law to receive

it, the partnership shall be deemed not to have
ceased to exist, and each person who was a partner

shall be deemed not to have ceased to be a partner;

and

[h) the right of each such person to share in such

property shall be deemed to be an interest in the

partnership. New.

ConWnvdng (2) Where at any time after 1971 a person would, but for

interest this subsection, be regarded as having ceased to be a member
of a partnership of which he was a member immediately before

that time,

(a) until such time as all rights to receive any property

of or from the partnership in satisfaction of the person's

interest in the partnership immediately before that

time are satisfied in full, such interest, in this sub-

section referred to as a "continuing partnership

interest", shall, notwithstanding any other provision

of this Act, be deemed not to have been disposed of by
the person and to continue to be an interest in the

partnership

;

{h) a person who has a continuing partnership interest

in the partnership shall, for the purposes of this Act,

except subsections 2 to 4 of section 86, subsections 3
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to 6 of this section, section 89, and section 91, be

deemed to be a member of the partnership in respect of

his continuing partnership interest therein; and

(c) in its appHcation to any property that is a con-

tinuing partnership interest in the partnership,

clause a of subsection 3 of section 42 shall be read

without reference to the words, "except clause c

thereof", therein. New.

(3) Subject to subsection 3 of section 79 and subsections 4^^®®^|^g

and 6 of this section, where at any time after 1971 a partnership

has disposed of property to a person who was, immediately
before that time, a member of the partnership, the partnership

shall be deemed to have disposed of the property for proceeds

equal to its fair market value at that time and the person

shall be deemed to have acquired the property at an amount
equal to that fair market value. New.

(4) Where at any particular time after 1971 a Canadian ^^A^j^^^j^jg

partnership has ceased to exist and all of the partnership ^nere
, , ,. ., ,

'^
, ^partnership

property has been distributed to persons who were members of ceases to

the partnership immediately before that time so that immedi-
ately after that time each such person has, in each such property,

an undivided interest that, when expressed as a percentage,

in this subsection referred to as that person's "percentage",

of all of the undivided interests in the property, is equal

to his undivided interest, when so expressed, in each other such
property, if each such person has jointly so elected in respect

of the property in the prescribed form and within the pre-

scribed time, the following rules apply:

{a) each such person's proceeds of the disposition of his

interest in the partnership shall be deemed to be an
amount equal to the greater of,

(i) the adjusted cost base to him, immediately
before the particular time, of his interest in the

partnership, and

(ii) the amount of any money received by him on
the cessation of the partnership's existence,

plus his percentage of the aggregate of amounts
each of which is the cost amount to the partner-

ship of each such property immediately before

its distribution

;

{b) the cost to each such person of his undivided interest

in each such property shall be deemed to be an
amount equal to,
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(i) his percentage of the cost amount to the

partnership of the property immediately before

its distribution,

plus,

(ii) where the amount determined under subclause i

of clause a exceeds the amount determined
under subclause ii of clause a, the amount
determined under clause c or d, as the case

may be, in respect of his undivided interest in

the property

;

(c) the amount determined under this clause in respect

of each such person's undivided interest in each
such property that was a capital property, other than
depreciable property, of the partnership is such portion

of the excess, if any, described in subclause ii of

clause b as is designated by him in respect of the

property, except that,

(i) in no case shall the amount so designated in

respect of his undivided interest in any such

property exceed the amount, if any, by which
his percentage of the fair market value of the

property immediately after its distribution

exceeds his percentage of the cost amount to the

partnership of the property immediately before

its distribution, and

(ii) in no case shall the aggregate of amounts
so designated in respect of his undivided

interests in all such capital properties, other

than depreciable property, exceed the excess,

if any, described in subclause ii of clause h\

{d) the amount determined under this clause in respect

of each such person's undivided interest in each such

property that was depreciable property or a property

other than a capital property of the partnership is

such portion of,

(i) the amount, if any, by which the excess, if any,

described in subclause ii of clause h exceeds

the aggregate of amounts designated by him
under clause c in respect of his undivided

interests in all such capital properties, other

than depreciable property,

as is designated by him in respect of the property,

except that,
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(ii) in no case shall the amount so designated in

respect of his undivided interest in any such

property exceed the amount, if any, by which
his percentage of the fair market value of the

property immediately after its distribution

exceeds his percentage of the cost amount to the

partnership of the property immediately before

its distribution, and

(iii) in no case shall the aggregate of amounts so

designated in respect of his undivided interests

in all such properties that are depreciable

property or properties other than capital

properties, exceeds one-half of the amount
determined under subclause i in respect of

him;

{e) where the property so distributed by the partnership

was depreciable property of the partnership of a

prescribed class andanysuch person's percentage of the

amount that was the capital cost to the partnership

of that property exceeds the amount determined

under clause b to be the cost to him of his undivided
interest in the property, for the purposes of sections 17

and 24 and any regulations made under clause a of

subsection 1 of section 24,

(i) the capital cost to him of his undivided interest

in the property shall be deemed to be his

percentage of the amount that was the

capital cost to the partnership of the property,

and

(ii) the excess shall be deemed to have been
allowed to him in respect of the property

under regulations made under clause a of

subsection 1 of section 24 in computing income
for fiscal years before the acquisition by him
of the undivided interest ; and

(/) the partnership shall be deemed to have disposed of

each such property for proceeds equal to the cost

amount to the partnership of the property immediately
before its distribution. New.

(5) Subsection 4 is not applicable in any case in which ^jPgPj|,^*$*°°

subsection 6 or subsection 3 of section 79 is applicable. New.

(6) Where a Canadian partnership, in this subsection continuation
^ '

"
»

' of predecessor
referred to as the "predecessor partnership , has ceased to partnership

•^ "^ "^
by new
partnership

215
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exist at any particular time after 1971 and, at or before

that time, all of the property of the predecessor partnership

has been transferred to another Canadian partnership, herein-

after referred to as the "new partnership", the only members
of which were members of the predecessor partnership, the

new partnership shall be deemed to be a continuation of the

predecessor partnership and any member's partnership interest

in the new partnership shall.be deemed to be a continuation

of his partnership interest in the predecessor partnership.

New.

period of
^^* ^h^re, at any time in a fiscal year of a partnership,

terminated the partnership would, but for subsection 1 of section 87
have ceased to exist, the fiscal year shall be deemed to have
ended immediately before that time. New.

?fln°inter°est 80.—(1) Notwithstanding clause a of section 40, a cor-

^artnershi
poration's taxable capital gain for a fiscal year from the

disposition of an interest in a partnership to any person

exempt from tax under section 122 shall be deemed to be,

{a) one-half of such portion of its capital gain for the

year therefrom as may reasonably be regarded as

attributable to increases in the value of any
partnership property of the partnership that is

capital property other than depreciable property,

plus,

{h) the whole of the remaining portion of such capital

gain. New.

di8^°sftion ^^^ ^^ Computing a corporation's gain for a fiscal year
of interest in from the disposition of an interest in a partnership, there
par n r

p ^^^^x be included, in addition to the amount thereof determined

under subsection 1 of section 42, the amount, if any, by which,

[a) all amounts required by subsection 2 of section 55

to be deducted in computing the adjusted cost base

to the corporation, immediately before the dis-

position, of the interest in the partnership,

exceeds,

[b) the aggregate of the cost to the corporation of the

interest in the partnership and all amounts required

by subsection 1 of section 55 to be added in computing

the adjusted cost base to it, immediately before the

disposition, of that interest. New.
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90. Where a corporation was a member of a partnership at
of

1^°^**^*°°

the end of a fiscal year of the partnership in which the^sedin

partnership disposed of land used in a farming business of business of
|

the partnership, there may be deducted in computing the^*^'^^'^^
'^

|

corporation's income for its fiscal year in which the fiscal

year of the partnership ended, one-half of the aggregate of

amounts each of which is an amount in respect of that fiscal

year of the corporation or any previous fiscal year of the

corporation ending after 1971, equal to the corporation's

loss, if any, for the fiscal year from the farming business,

to the extent that such loss,

(a) was, by virtue of section 33, not deductible in com-
puting the corporation's income for the fiscal year,

(6) was not deductible for the purpose of computing the

corporation's taxable income for its fiscal year in

which the partnership's fiscal year in which the land

was disposed of ended, or for any previous fiscal

year of the corporation

;

(c) did not exceed that proportion of the aggregate of, -f

(i) taxes, other than income or profits taxes or

taxes imposed by reference to the transfer of

the property, paid by the partnership in its

fiscal year ending in the fiscal year or payable ^
by it in respect of that fiscal year to a province

or a Canadian municipality in respect of the

property, and

(ii) interest paid by the partnership in its fiscal year

ending in the fiscal year or payable by it in

respect of that fiscal year, pursuant to a legal

obligation to pay interest on borrowed money
used to acquire the property or on any amount
as consideration payable for the property

,

to the extent that such taxes and interest were in-

cluded in computing the loss of the partnership for

that fiscal year from the farming business, that,

(iii) the corporation's loss from the farming busi-

ness for the fiscal year,

is of,

(iv) the partnership's loss from the farming business

for its fiscal year ending in the fiscal year ; and

{d) did not exceed the remainder obtained when,
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(i) the aggregate of each of the corporation's

losses from the farming business for fiscal years

preceding the fiscal year, to the extent that

such losses are included in computing the

amount determined under this subsection in

respect of the corporation

;

is deducted from,

(ii) two times the amount of the corporation's tax-

able capital gain from the disposition of the

land. New.

"Canadian
Sartnership"
eflned

91. In this Subdivision "Canadian partnership" means a

partnership all of the members of which were, at any time in

respect of which the expression is relevfint, resident in Canada.

New.

Agreement
to share
income, etc.,

so as to
reduce or
postpone
tax
otherwise
payable

Meaning of
"losses in
subs. 1

92.— (1) Where the members of a partnership have agreed

to share, in a specified proportion, any income or loss of the

partnership from any source or from sources in a particular

place, as the case may be, or any other amount in respect of

any activity of the partnership that is relevant to the

computation of the income or taxable income of any of the

members thereof, and the principal reason for the agreement

may reasonably be considered to be the reduction or postpone-

ment of the tax that might otherwise have been or become
payable under this Act, the share of each member of the

partnership in the income or loss, as the case may be, or in

that other amount, is the amount that is reasonable having

regard to all the circumstances including the proportions in

which the members have agreed to share profits and losses of

the partnership from other sources or from sources in other

places. New.

(2) For the purposes of this section, the word "losses" when
used in the expression "profits and losses" means losses

determined without reference to other provisions of this

Act. New.

Subdivision J— beneficiaries of trusts

Income of
beneficiary
from a
trust

1970-71, c. 63
(Can.)

93.—(1) For the purposes of this Part, there shall be in-

cluded in computing the income of a corporation that is a

beneficiary under a trust such part of the amount that would

be the income of the trust for a fiscal year if no deduction

were made under subsection 6 or 12 of section 104 of the

Income Tax Act (Canada) or under regulations made under

clause a of subsection 1 of section 20 of the Income Tax Act

(Canada) as was payable in the fiscal year to the corporation
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whether or not it was paid to it in that fiscal year and shall

not be included in computing its income for a subsequent

fiscal year in which it was paid. New.

(2) A corporation that is a beneficiary under a trust may^^®™
deduct from the amount that would otherwise be its income
from the trust by virtue of subsection 1, such part of the

amount that would otherwise be deductible from the income
of the trust for the fiscal year under regulations made under

clause a of subsection 1 of section 20 of the Income Tax Act'^^^^^'^-^^

(Canada), as the trust may determine. New.

(3) Where an amount is payable in a fiscal year by a trust depletion

to a corporation that is a beneficiary under the trust, no

part of that amount shall be deemed, for the purpose of sub-

section 1, to be payable out of an amount deductible in com-

puting the income of the tust for the fiscal year under regu-

lations made under subsection 1 of section 65 of the Income

Tax Act (Canada) except such part thereof as the trust

designates as being so payable. New.

(4) Such portion of, f^^t^" of

dividends

[a] the aggregate of taxable dividends received by a trust be dividends

in a fiscal year on shares of the capital stock of tax- beneficiar/

able Canadian corporations,

as,

(6) may reasonably be considered, having regard to all

the circumstances including terms and conditions

of the trust arrangement, to be part of the amount
that, by virtue of subsection 1 or section 94, as the

case may be, was included in computing the income
for the fiscal year of a corporation that was a

particular beneficiary under the trust; and

(c) was not designated by the trust in respect of any
other beneficiary thereunder,

shall if so designated by the trust in respect of the corporation

that was a particular beneficiary in the return of its income

for the fiscal year under Part I of the Income Tax Act

(Canada), be deemed, for the purposes of section 76 and this

subsection, to be a taxable dividend received by that cor-

poration in the fiscal year from a taxable Canadian corpora-

tion, and not to be a taxable dividend received by the trust

in the fiscal year from a taxable Canadian corporation. New.

(5) Where an amount has, in a fiscal year, become payable ^°Q^[°°a^^ig

by a trust to a corporation that is a particular beneficiary divi<iend8

thereunder, such portion thereof as, included in
' beneficiary's

income
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1970-71, c. 63
(Can.)

Portion of
taxable
capital
^ains
deemed
^ain of
beneficiary

{a) may reasonably be considered, having regard to all

the circumstances including the terms and conditions

of the trust arrangement, to have derived from an
amount received by the trust in the fiscal year as,

on account or in lieu of payment of, or in satisfaction

of a dividend on a share of the capital stock of a
corporation resident in Canada other than a taxable

dividend; and

{b) was not designated by the trust in respect of any
other beneficiary thereunder,

shall, if so designated by the trust in respect of the corpora-

tion that was a particular beneficiary in its return of income
for the fiscal year under Part I of the Income Tax Act

(Canada), not be included in computing the income of the

corporation that was a particular beneficiary of the trust

for the fiscal year. New.

(6) Such portion of,

(a) the amount, if any, by which the aggregate of the

taxable capital gains of a trust for a fiscal year

exceeds the aggregate of,

(i) its allowable capital losses for the fiscal year,

and

(ii) the amount, if any, deductible under clause b

of subsection 1 of section 11 1 of the Income Tax
Act (Canada) from its income for the fiscal year,

as,

(b) may reasonably be considered, having regard to all

the circumstances including the terms and condi-

tions of the trust arrangement, to be part of the

amount that, by virtue of subsection 1 or section 94,

as the case may be, was included in computing the

income for the fiscal year of a corporation that was
a particular beneficiary under the trust ; and

(c) was not designated by the trust in respect of any
other beneficiary thereunder,

shall, if so designated by the trust in respect of the corporation

that was a particular beneficiary in the return of its income
for the fiscal year under Part I of the Income Tax Act

(Canada), be deemed, for the purposes of sections 12 and 99,

to be a taxable capital gain for the fiscal year of that cor-

poration from the disposition of capital property. New.
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(7) For the purposes of subsections 1 and 5, an amount "f^°]^^,t

shall not be considered to be payable in the fiscal year

unless it was paid in the fiscal year to the person to whom it

was payable or he was entitled in that fiscal year to enforce

payment thereof. New.

94. The value of all benefits, other than a distribution ^®g|^*^^gj_

or payment of capital, to a corporation during a fiscal year contract, etc.

from or under a trust, contract, arrangement or power of

appointment, irrespective of when made or created, shall be

included in computing the corporation's income for the fiscal

year. New.

96.—(1) Where an amount in respect of a corporation's }°^°^|^.

income interest in a trust has been included in computing the i° trust

corporation's income for a fiscal year by virtue of subsection 1

of section 93 or subsection 2 of this section, there may be

deducted in computing the corporation's income for the

fiscal year the lesser of

,

{a) the amount so included in computing its income for

the fiscal year; and

{b) the amount, if any, by which the cost to the corpora-

tion of the income interest exceeds the aggregate

of all amounts in respect of the interest that were

deductible by virtue of this subsection in computing
the corporation's income for previous fiscal years.

New.

(2) Where in a fiscal year a corporation disposes of an Disposition

income interest in a trust, corporation
of income
interest

{a) except where subsection 3 is applicable, there shall be

included in computing the corporation's income for

the fiscal year the proceeds of the disposition

;

(6) any taxable capital gain or allowable capital loss of

the corporation from the disposition shall be deemed
to be nil ; and

(c) for greater certainty, the cost to the corporation of

each property received by it as consideration for the

disposition is the fair market value of the property

at the time of the disposition. New.

(3) For greater certainty, where at any time any property
^i^B°°®^^fo°*^

of a trust has been distributed by the trust to a corporation pf income
-' ' interest

that was a beneficiary under the trust in satisfaction of all or

any part of its income interest in the trust, the trust shall be
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deemed to have disposed of property for the proceeds of

disposition equal to the fair market value of the property at

that time. New.

Disposition
by
corporation
of capital
interest

06.—(1) Where
interest in a trust,

a corporation has disposed of a capital

(a) for the purposes of computing the corporation's

capital gain, if any, from the disposition of the interest,

the adjusted cost base to the corporation thereof

immediately before the disposition shall be deemed
to be an amount equal to the greater of the adjusted

cost base to it thereof otherwise determined immedi-

ately before that time and the cost amount to it of

the interest immediately before that time; and

(6) for greater certainty, for the purposes of computing
the corporation's allowable capital loss, if any, from

the disposition of the interest, the adjusted cost base

to the corporation thereof immediately before the

disposition is the adjusted cost base to it of the interest

immediately before that time as determined under
this Act without reference to clause a,

except that where the interest was an interest in an inter vivos

trust not resident in Canada that was purchased by the

corporation, clause a does not apply in respect of the dis-

position thereof except where subsection 2 is applicable in

respect of any distribution of property by the trust to the

corporation in satisfaction of all or any part of the interest.

New.

Distribution (2) Where at any time any property of a trust has been
by trust in ,. ^ ., , ,

, ^ J r r j

satisfaction distributed by the trust to a corporation that was a beneh-

ciary under the trust in satisfaction of all or any part of the

corporation's capital interest in the trust, the following rules

apply:

{a) the trust shall be deemed to have disposed of the

property for proceeds of disposition equal to its cost

amount to the trust immediately before that time

;

{b) the corporation shall be deemed to have acquired the

property at a cost equal to the aggregate of its cost

amount to the trust immediately before that time and

that proportion of the amount, if any, by which,

(i) the adjusted cost base to the corporation of the

capital interest immediately before that time as

determined for the purposes of clause b of

subsection 1.

of capital
interest
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exceeds

(ii) the cost amount to the corporation of the

capital interest immediately before that time,

that the cost amount to the trust of the property

immediately before that time is of the amount
determined under subclause ii

;

(c) the corporation shall be deemed to have disposed of

all or part, as the case may be, of the capital interest

for proceeds equal to the cost at which the corporation

is deemed by clause b to have acquired the property,

minus the amount of any debt assumed by the

corporation or of any other legal obligation assumed
by it to pay any amount, if the distribution of the

property to the corporation was conditional upon the

assumption by the corporation of the debt or obliga-

tion; and

(d) where the property so distributed was depreciable

property of a prescribed class of the trust and the

amount that was the capital cost to the trust of

that property exceeds the cost at which the corpora-

tion is deemed by this section to have acquired the

property, for the purposes of sections 17 and 24 and
any regulations made under clause a of subsection 1

of section 24,

(i) the capital cost to the corporation of the

property shall be deemed to be the amount
that was the capital cost of the property to the

trust, and

(ii) the excess shall be deemed to have been al-

lowed to the corporation in respect of the pro-

p)erty under regulations made under clause a

of subsection 1 of section 24 in computing
income for fiscal years before the acquisition by
the corporation of the property. New.

(3) Where the property referred to in subsection 2 that was 5®^®""?*°*:

distributed by a trust to a corporation was property, other of property

than capital property that was not depreciable property, fornon^'^

the purposes of determining the cost to the corporation of the capfta/*^^^

property under clause b of subsection 2, except for the pur- p''°p®''*^

poses of clause b of subsection 2, as it applies to determine the

corporation's proceeds of disposition of its capital interest

under clause c of subsection 2, the reference in clause b of sub-
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section 2, the reference in clause b of subsection 2 to "that

proportion" shall be read as a reference to "one-half of that

proportion". New.

tetfor^' 97.—(1) In this subdivision,

(a) "beneficiary" under a trust includes a person benefi-

cially interested therein

;

(b) "capital interest" of a corporation in a trust means a

right, whether immediate or future and whether
absolute or contingent, of a corporation that is a

beneficiary under the trust to, or to receive, all or

any part of the capital of a trust

;

(c) "cost amount" of any capital interest of a corporation

in any trust at any time means,

(i) in any case where any money or property of the

trust has been distributed by the trust to the

corporation in full satisfaction of the whole of

its capital interest, whether on the winding-up

of the trust or otherwise, the aggregate of the

money so distributed and all amounts each of

which is the cost amount to the trust, immedi-
ately before the distribution, of each such

property so distributed to the corporation, and

(ii) in any other case, that proportion of the

amount, if any, by which the aggregate of all

money of the trust on hand immediately before

that time and all amounts each of which is the

cost amount to the trust, immediately before

that time, of each property of the trust exceeds

the aggregate of all amounts each of which is

the amount of any debt owing by the trust, or

of any other obligation of the trust to pay any
amount, that was outstanding immediately
before that time, that,

(A) the fair market value at that time of

the capital interest in the trust,

is of,

(B) the fair market value at that time of all

capital interests in the trust

;

(d) "income interest" of a corporation in a trust means
a right, whether immediate or future and whether
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absolute or contingent, of a corporation that is a
beneficiary under the trust to, or to receive, all or

any part of the income of the trust

;

(e) "inter vivos trust" means a trust other than a

testamentary trust

;

(/) "trust" includes an inter vivos trust but, in sections

94 to 96, does not include,

(i) a unit trust, or

(ii) a trust governed by a registered pension fund
or plan, an employees profit sharing plan, a

registered supplementary unemployment bene-

fit plan, a registered retirement savings plan or

a deferred profit sharing plan. New.

(2) For the purposes of this Act, a trust is a unit trust at leaning of

..'^.^.f , .. . expression
any particular time if, at that time, it was an inter vivos trust "unit trust"

the interest of each beneficiary under which was described by
reference to units of the trust, and,

(a) the issued units of the trust included,

(i) units having conditions attached thereto i-^

that included conditions requiring the trust to

accept, at the demand of the holder thereof and
at prices determined and payable in accor-

dance with the conditions the surrender of the

units, or fractions or parts thereof, that are

fully paid, or

(ii) units qualified in accordance with prescribed

conditions relating to the redemption of the

units by the trust,

and the fair market value of such of the units as had
conditions attached thereto that included such

conditions or as were so qualified, as the case may
be, was not less than 95 per cent of the fair market
value of all of the issued units of the trust, such fair

market values being determined without regard to any
voting rights attaching to units of the trust ; or

(b) throughout the fiscal year in which the particular time
occurred it complied with the following conditions,

(i) it was resident in Canada,
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(ii) its only undertaking was the investing of

funds of the trust,

(iii) at least 80 per cent of its property throughout

the year consisted of shares, bonds, mortgages,

marketable securities, or cash, or of rights to or

interest in any rental or royalty computed by
reference to the amount or value of production

from an oil or gas well, or from a mineral

resource, situated in Canada,

(iv) not less than 95 per cent of its income for the

fiscal year was derived from, or from dis-

positions of, investments described in sub-

clause iii,

(v) at no time in the fiscal year did more than
10 per cent of its property consist of shares,

bonds or securities of any one corporation or

debtor other than Her Majesty in right of

Canada or a province or a Canadian munici-

pality, and

(vi) all holdings of and transactions, if any, in its

units accorded with prescribed conditions

relating to the number of its unit holders,

dispersal of ownership of its units and public

trading of its units. New.

"Income""^ (3) For the purposes of clause d of subsection 1 of section
of trust 97^ the income of a trust is its income computed without

reference to the provisions of this Act. New.

Division C—computation of taxable income

Deductions 98.—(1) For the purpose of computing the taxable income
of a corporation for a fiscal year, there may be deducted from
its income for the fiscal year such of the following amounts as

are applicable

:

donations^
(a) the aggregate of gifts made by the corporation in the

fiscal year, and in the immediately preceding fiscal

year, to the extent of the amount thereof that was
not deductible under this Act in computing the

taxable income of the corporation for that immediately
preceding fiscal year, to,

(i) registered Canadian charitable organizations,

(ii) registered Canadian amateur athletic asso-

ciations,
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(iii) housing corporations resident in Canada and
|

exempt from tax under Part II by clause /of \
subsection 1 of section 122, J

:-\

(iv) Her Majesty in right of any province of Canada
other than Ontario and any Canadian munici-

pality, J

(v) the United Nations or agencies thereof, ^•1

I
(vi) universities outside Canada prescribed to be

universities the student body of which ordin-

arily includes students from Canada, and

(vii) charitable organizations outside Canada to

which Her Majesty in right of Canada has

made a gift during the fiscal year or the 12

months immediately preceding that fiscal I

year, i|

not exceeding 20 per cent of the income of the cor-

poration for the fiscal year, if payment of the amounts
given is proven by filing receipts or photostatic

reproductions thereof with the Minister that, in the

case of a donation to a registered Canadian charitable

organization or registered Canadian amateur athletic

association, contain prescribed information; R.S.O.

1970,c. 91,s. 37(1) 1.

(b) the aggregate of gifts made by the corporation in

the fiscal year, and in the immediately preceding

fiscal year, to the extent of the amount thereof that

was not deductible under this Act in computing the

taxable income of the corporation for that imme-
diately preceding fiscal year, to Her Majesty in right

of Canada and of Ontario, not exceeding the amount
remaining, if any, when the amount deducted for the

fiscal year under subsection 1 is deducted from the

income of the corporation for the fiscal year, if pay-

ment of the amounts given is proven by filing receipts

or photostatic reproductions thereof with the Minister.

R.S.O. 1970, c. 91, s. 37 (1) 2.

(2) Clauses a and b of subsection 1 do not apply to permit a ^^^^^
^°

corporation to deduct, for the purposes of computing its Majesty

taxable income for a fiscal year, any amount in respect of

gifts made by the corporation in the fiscal year, until the

amount deductible under those clauses in respect of gifts made
by the corporation in the immediately preceding fiscal year

has been deducted. R.S.O. 1970. c. 91, s. 37 (5).
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piltnw-thfp*'^ (^) Where a corporation was, at the end of a fiscal year of

a partnership, a member of the partnership, the corporation's

share of any amount that would, if the partnership were a

person, be a gift made by the partnership to any donee, shall,

for the purposes of this section, be deemed to be a gift made by
the corporation in its fiscal year in which the fiscal year of

the partnership ended, to that donee. New.

Interpre-
tation (4) In this section,

{a) "registered Canadian amateur athletic association"

means an association that was created under any
law in force in Canada, that is resident in Canada, and
that.

1970-71, c.

(Can.)

is a person described in clause / of subsection

1 of section 149 of the Income TaxA ct (Canada)

,

and

(ii) has, as its primary purpose and its primary
function, the promotion of amateur athletics

in Canada on a nationwide basis ; and New

[h] "registered Canadian charitable organization" means,

(i) a charitable organization in Canada exempt
from tax under Part I of the Income Tax Act

(Canada) by clause / of subsection 1 of section

149 thereof or a corporation or trust resident

in Canada exempt from tax under Part I of

the Income Tax Act (Canada) by clause g or h

of subsection 1 of section 149 thereof, or

(ii) a branch, section, parish, congregation or other

division of an organization described in sub-

clause i that receives donations on its own
behalf.

that, except as otherwise designated by the Minister by
regulation, has been registered as a Canadian amateur athletic

association or a Canadian charitable organization, as the case

may be, in respect of the same year by the Minister of

National Revenue for Canada under subsection 8 of section 110

of the Income Tax Act (Canada) and except as otherwise

designated by the Minister, the registration has not been

revoked by the Minister of National Revenue for Canada under

subsection 2 of section 168 of the Income Tax Act (Canada).

R.S.O. 1970, c. 91, s. 37 (6) and (8).
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99.—(1) For the purpose of computing the taxable income ^osses^^^^

of a corporation for a fiscal year, there may be deducted

from the income for the fiscal year such of the following

amounts as are applicable

:

(a) non-capital losses for the five fiscal years immediately j^gs'g-^P^*'*^

preceding and the fiscal year immediately following

the fiscal year, but no amount is deductible in

respect of non-capital losses from the income of any
fiscal year except to the extent of the corporation's

income for the fiscal year minus all deductions per-

mitted by the provisions of this Division other than

this paragraph or clause b; R.S.O. 1970, c. 91,

s. 37 (1) 3.

{b) net capital losses for fiscal years preceding and the j^l^g'^g^P**^!

fiscal year immediately following the fiscal year, but
no amount is deductible in respect of net capital

losses from the income of any fiscal year except to the

extent of the lesser of,

(i) the amount, if any, by which the corporation's

income for the fiscal year exceeds the aggregate

of all deductions permitted by the provisions

of this Division other than this clause, and

(ii) the amount, if any, determined under clause b

of subsection 2 in respect of the corporation

for the fiscal year ; New

(c) restricted farm losses of the corporation for the five
^r^"^^^*^®^

fiscal years immediately preceding and the fiscal year losses

immediately following the fiscal year, but no amount
is deductible in respect of a restricted farm loss

from the income for any fiscal year except to the

extent of the lesser of,

(i) the corporation's income for the fiscal year

minus all deductions permitted by the pro-

visions of this Division other than this sub-

section, and

(ii) the corporation's incomes for the fiscal year

from all farming businesses carried on by it.

R.S.O. 1970, c. 91. s. 37(4).

(2) For the purposes of subsection 1,
umitation

deductibility

(a) an amount in respect of a non-capital loss, net capital

loss or restricted farm loss, as the case may be, for a
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fiscal year is only deductible to the extent that it

exceeds the aggregate of,

(i) amounts previously deductible in respect of

that loss under this section, and

(ii) amounts previously subtracted in resjject of

that loss under clause c or rf of subsection 1 of

(SnV'^"^ section 186 of the Income Tax Act (Canada)

in determining amounts on which tax under
Part IV of that Act has become payable ; and

{b) no amount is deductible in respect of a non-capital

loss, net capital loss or restricted farm loss, as the

case may be, for any fiscal year until,

(i) in the case of a non-capital loss, the deductible

non-capital losses,

(ii) in the case of net capital loss, the deductible

net capital losses, and

(iii) in the case of a restricted farm loss, the

deductible restricted farm losses,

for previous fiscal years have been deducted. R.S.O.

1970,c. 91,s.37(l)and(2).

o^8ub8*f
°° (^) Subsection 1 does not apply to permit a corporation to

where deduct, for the purpose of computing its taxable income for a
CiiciiifirG 111 L \j

control fiscal year, any amount in respect of its net capital loss for a

preceding fiscal year if, before the end of the fiscal year,

control of the corporation has been acquired by a person or

persons who did not at the end of that preceding fiscal year,

control the corporation. R.S.O. 1970, c. 91, s. 37 (2).

i<iem (4) Subsection 1 does not apply to permit a corporation to

deduct, for the purpose of computing its taxable income for

a fiscal year, such portion of its non-capital loss for a pre-

ceding fiscal year as may reasonably be regarded as its loss

from carrying on any particular business if,

(a) control of the corporation has been acquired, before

the end of the fiscal year, by a person or persons who
did not, at the end of that preceding fiscal year, con-

trol the corporation and the corporation was not,

during the fiscal year, carrying on that business ; or

{b) control of the corporation was acquired, before the

end of the fiscal year and after the winding-up or dis-
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continuance of that business, by a person or persons

who did not control the corporation at any time during

that preceding fiscal year when that business was

being carried on. R.S.O. 1970, c. 91, s. 37 (2, 3).

(5) For the purposes of clause h of subsection 1 of section Limitation

55 and this section, any loss of a corporation for a fiscal year

from a farming business shall, after the corporation disposes

of the land used in that farming business and to the extent

that the amount of such loss is required by clause h of

subsection 1 of section 55 to be added in computing the

adjusted cost base to the corporation of the land imme-
diately before the disposition, be deemed not to be a loss. New.

(6) For the purposes of this section, any loss of a corporation ^^^"^

for a fiscal year from a farming business shall, to the extent

that such loss is included in the amount of any deduction per-

mitted by section 90 in computing the corporation's income
for a subsequent fiscal year, be deemed not to be a loss of the

corporation for the purpose of computing its taxable income
for that subsequent fiscal year or any fiscal year subsequent

thereto. R.S.O. 1970, c. 91, s. 37 (4).

(7) In this section, fStfoT"'

{a) "net capital loss" of a corporation for a fiscal year

means the amount, if any, by which its allowable

capital losses for the fiscal year from dispositions of

property, other than listed personal property, exceeds

the aggregate of its taxable capital gains for the

fiscal year from dispositions of property, other than

listed personal property, and its taxable net gains

for the fiscal year from dispositions of its listed

personal property;

[h) "non-capital loss" of a corporation for a fiscal year

means the amount, if any, by which,

(i) the aggregate of all amounts each of which is

the corporation's loss for the fiscal year from

a business or property and all amounts
deductible under section 100 from the cor-

poration's income for the fiscal year,

exceeds,

(ii) the amount determined under clause c of

section 12; and

(c) a reference to any amount determined under any
f|fglc^^on 12

clause or subclause of section 12 for a fiscal year
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shall be read as a reference to, in the case of a
corporation to which subsection 2 of section 2 applies,

the amount determined under any such clause or

subclause for the fiscal year for the purposes of

section 101. New.

Deduction
of taxable
dividends
received by
corporation
resident in
Canada

100.—(1) Where a corporation in a fiscal year has received

a taxable dividend from,

{a) a taxable Canadian corporation;

{b) a corporation resident in Canada, other than a non-

resident-owned investment corporation, and con-

trolled by it ; or

(c) a corporation non-resident of Canada more than 25

per cent of the issued share capital of which, having

full voting rights under all circumstances, belongs to

the corporation receiving the dividend,

an amount equal to the dividend may be deducted from the

income of the receiving corporation for the fiscal year for the

purpose of computing its taxable income. New.

Dividends
received
from non-
resident
corporation

1970-71, c. 63
(Can.)

(2) Where a corporation in a fiscal year received a taxable

dividend from a non-resident corporation that is taxable under
subsection 3 of section 2 of the Income Tax Act (Canada) for

that fiscal year, the corporation shall deduct from its income
for the same fiscal year the same amount in respect of such

dividends as the corporation was allowed to deduct under

subsection 2 of section 112 of the Income Tax Act (Canada).

R.S.O. 1970, c. 91, s. 38 (2).

Loss from
transaction
involving
share on
which
deductible
dividend
received

(3) Where an amount in respect of a taxable dividend re-

ceived by a corporation, other than a trader or dealer in

securities, in a fiscal year is, by virtue of this section or sub-

section 6 of section 138 of the Income Tax Act (Canada)

deductible from the corporation's income for the fiscal year,

the amount of any loss arising from transactions with reference

to the share on which the dividend was received shall, unless

it is established by the corporation that,

{a) the corporation owned the share 365 days or longer

before the loss was sustained; and

(6) the corporation did not, at the time the dividend was
received, own more than 5 per cent of the issued shares

of any class of the capital stock of the corporation

from which the dividend was received.
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be deemed to be the amount of that loss otherwise determined
minus the aggregate of all amounts received by the corporation \

in respect of taxable dividends on the share, to the extent that

the amounts thereof were deductible from the corporation's

income for any fiscal year by virtue of this section or sub-

section 6 of section 13S of the Income Tax A ct{Cain3idai). R.S.O. i970-7i,c.63

1970, c. 91, s. 38 (3).

(4) The amount of any loss of a corporation that is a Loss
\' 11- • • • • r • -1 sustained by

trader or dealer m securities arising from transactions with trader or

reference to any share on which an amount in respect of a securities

dividend has been received by it shall, unless it is established

by that corporation that,

(a) it owned the share 365 days or longer before the

loss was sustained; and

(6) it did not, at the time the dividend was received, own
more than 5 per cent of the issued shares of any
class of the capital stock of the corporation from
which the dividend was received,

be deemed to be the amount of that loss otherwise determined,

minus the aggregate of all amounts received by the corporation

in respect of taxable dividends on the share.

(5) For the purposes of this section. Meaning of

expressions

(a) "taxable dividend" does not include a capital gains

dividend within the meaning assigned by subsection

1 of section 109; and

(6) one corporation is controlled by another corporation

if more than 50 per cent of its issued share capital,

having full voting rights under all circumstances,

belongs to the other corporation, to persons with

whom the other corporation does not deal at arm's

length, or to the other corporation and persons with

whom the other corporation does not deal at arm's

length. New.

Division D—taxable income earned
in canada by non-residents

lOl. For the purposes of this Act, the taxable income of a^^on-^^^^,

corporation to which subsection 2 or 3 of section 2 apphes is taxable
income

the amount of its income for the fiscal year that would be earned in

determined under section 12 if,

(a) it had no income other than,
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(i) incomes from businesses carried on in Canada,

(ii) taxable capital gains from dispositions de-

scribed in clause b,

(iii) income from property that is real property

situated in Canada or an interest therein,

(iv) the amount, if any, by which any amount
required by subsection 2 of section 95 to be

included in computing its income for the fiscal

year as proceeds of the disposition of an income
interest in a trust resident in Canada exceeds

the amount in respect of that income interest

that would, if it were liable to taxation by
virtue of subsection 1 of section 2 throughout

the fiscal year, be deductible under subsection

1 of section 95,

(v) proceeds of disposition by it in the fiscal year

of a property that is a Canadian resource

property, within the meaning assigned by
subsection 12 of section 63, or that would have

been such a property if it had been acquired by
it after 1971 to the extent not included in

computing its income from a business carried

on by it in Canada

;

(b) the only taxable capital gains and allowable capital

losses referred to in clause b of section 12 were

taxable capital gains and allowable capital losses from

dispositions of property each of which was a disposi-

tion of a property, in this Act referred to as a "taxable

Canadian property", that was a property referred

to in any of the subclauses i to viii of clause b of

1970-71,0.63 subsection 1 of section 115 of the Income Tax Act

(Canada) ; and

(c) the only losses referred to in clause d of section 12 were

losses from a business carried on by it in Canada or from

real property situated in Canada or an interest therein,

minus the aggregate of such of the deductions from income

permitted for the purpose of computing taxable income as may
reasonably be considered wholly applicable and of such part of

any other of the said deductions as may reasonably be con-

sidered applicable. R.S.O. 1970, c. 91, s. 5 (36-38).

215
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Division E—computation of income
tax payable

102. The tax payable by a corporation under this Part^^^®

upon its taxable income or taxable income earned in Canada,

as the case may be, in this section referred to as the "amount
taxable", is 12 per cent of the amount taxable. R.S.O. 1970,

c. 91, s. 5 (1).

103. There may be deducted from the tax otherwise pay- g®^^*'^^^

able under this Part for a fiscal year by a corporation an amount income tax

equal to 12 per cent of that portion of its taxable income or

taxable income earned in Canada, as the case may be, which
is earned in the fiscal year in each jurisdiction other than
Ontario, determined under rules prescribed by the regulations.

R.S.O. 1970, c. 91, s. 5 (2).

104. Where a corporation has a permanent establishment foreign

in Ontario and has received income in the fiscal year in the deduction

form of dividends, interest, rents or royalties that was derived

from sources within a jurisdiction outside Canada or is deemed
to have received income in the form of dividends and interest

from a country outside Canada by virtue of the provisions of

subsection 5 of section 148 of the Income Tax Act (Canada) , here- (q^V/'
^' ^

inafter in this section referred to as "foreign investment

income", or where a corporation having received foreign

investment income in the fiscal year from sources within a

jurisdiction outside Canada also received income in the fiscal

year from a business carried on by it in that jurisdiction,

hereinafter in this section referred to as "foreign business in-

come", and where, for the purposes of subsection 2 of section 126

of the Income Tax Act (Canada), such foreign investment income
has not been included as part of such foreign business income,

and, for the purpose of allocating taxable income to jurisdictions

outside Ontario in accordance with the regulations made under

section 103, has been excluded when calculating its gross

revenue, or any part thereof, and where the corporation is

entitled to a deduction under section 126 of the Income Tax
Act (Canada), hereinafter in this section referred to as "foreign

tax credit", with respect to any income or profits tax paid to

such jurisdiction on such foreign investment income or on such

foreign investment income and foreign business income or is

deemed to have been paid as income or profits tax to such

jurisdiction by virtue of the provisions of subsection 5 of

section 148 of the Income Tax Act (Canada), the corporation

may deduct from the tax otherwise payable under this Part for

the fiscal year an amount equal to the lesser of,

(a) 10 per cent of that part of such foreign investment
income that is included in that portion of taxable
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1970-71. c. 63
(Can.)

income that remains after deducting from such tax-

able income the portions thereof deemed to have
been earned in jurisdictions other than Ontario for

the purpose of section 103 ; or

(b) the proportion of the deficiency between the foreign

tax credit that \Vould be allowed if no provincial tax

abatement under section 124 of the Income Tax Act

(Canada) were applicable and the foreign tax credit

that is allowed when the provincial tax abatement
provided by section 124 of the Income Tax Act

(Canada) has been applied which,

(i) the amount of that portion of its taxable in-

come for the fiscal year that is deemed to have
been earned in Ontario measured in accordance

with clause a of subsection 4 of section 124 of

the Income Tax Act (Canada),

bears to.

Logging
tax
deduction

R.S.0. 1970,
c. 258

(ii) the total amount of the portions of its taxable

income for the fiscal year that are deemed to

have been earned in the provinces of Canada
measured in accordance with clause a of sub-

section 4 of section 124 of the Income Tax Act

(Canada). R.S.O. 1970, c. 91, s. 5 (39) [a).

105.—(1) There may be deducted from the tax otherwise

payable under this Part for a fiscal year by a corporation an
amount equal to one-third of the tax payable by the corpora-

tion for the same fiscal year under The Logging Tax Act.

R.S.O. 1970,c. 91,s. 5(40).

Interpre-
tation (2) In subsection 1, "tax otherwise payable" means the

tax for the fiscal year otherwise payable by the corporation

under this Part after making any deduction applicable under

section 103. R.S.O. 1970, c. 91, s. 5 (41).

5% Invest-
ment tax
deduction

Deemed
acquisition
and use

106.—(1) There may be deducted from the tax other-

wise payable under this Part for a fiscal year by a corporation

an amount equal to 5 per cent of the cost of machinery and
equipment acquired and used in that fiscal year by the cor-

poration which machinery and equipment is acquired pursuant

to an agreement entered into after the 26th day of April, 1971,

and which shall be used by the corporation solely in Ontario

prior to the 1st day of April, 1973, for the purpose of

earning income. R.S.O. 1970, c. 91 , s. 5a (2).

(2) For the purposes of this section, where the machinery

and equipment in respect of which the provisions of sub-
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section 1 would otherwise apply, is not used by the corporation

in the fiscal year in which it is acquired, such machinery and
equipment shall be deemed to have been acquired and used by
the corporation in the fiscal year in which it is first used. R.S.O.

1970,c. 91,s. 5a(2a).

(3) Any amount which may be deducted under subsection 1 Jl^uction
may be deducted in subsequent fiscal years to the extent that

fo^w^^d
the deduction allowed under subsection 1 exceeds the tax

otherwise payable by the corporation in the previous fiscal years

and, except as herein provided, no deduction shall be allowed

in any fiscal year of the corporation ending after the 31st day
of March, 1973, except that with respect to the first fiscal

year of the corporation ending after the 31st day of March,

1973, the amount which may be deducted from the tax

otherwise payable for that fiscal year shall not exceed that

portion of the tax otherwise payable for that fiscal year that

the number of days in that fiscal year prior to the 1st day of

April, 1973, bears to 365. R.S.O. 1970, c. 91, s. 5a (3).

(4) Notwithstanding subsection 3, where a corporation has^^®'"

a net loss, any amount which may be deducted under sub-

section 1 may be deducted in subsequent fiscal years to the

extent that the deduction allowed under subsection 1 exceeds

the tax otherwise payable by the corporation in the previous

fiscal years and, except as herein provided, no deduction shall

be allowed in any fiscal year of the corporation ending after

the 31st day of March, 1974, except that with respect to the

first fiscal year of the corporation ending after the 31st day
of March, 1974 the amount which may be deducted from the

tax otherwise payable for that fiscal year shall not exceed the

portion of the tax otherwise payable for that fiscal year that

the number of days in that fiscal year prior to the 1st day of

April, 1974, bears to 365. R.S.O. 1970, c. 91, s. 5a (4).

(5) In this section, Interpre-
^ ' ' tatlon

(a) "machinery and equipment" means machinery and
equipment prescribed by the regulations, but does

not include automobiles and trucks, any property

that is described in the corporation's inventory or

that part of any property in respect of which a loan

is made under The Ontario Development Corporation ^^^^^^^^

Act, or The Northern Ontario Development Corporation

Ad; R.S.O. 1970, c. 91, s. 5a (1) (a).

(6) "net loss" means the amount, if any, by which the

non-capital losses exceed the incomes of a corporation

for the fiscal years ending between the 26th day of

April, 1971, and the 1st day of April, 1973, except

that,
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(i) where the provisions of subsection 4 apply with

respect to the first fiscal year of the corporation

ending after the 31st day of March, 1973, in

determining the net loss for the purpose of

this section there shall be included that portion

of the non-capital loss or income for that

fiscal year that the number of days in that

fiscal year prior to the 1st day of April, 1973,

bears to 365, and

(ii) where, for the purposes of section 103, part of

the taxable income of a corporation for a

fiscal year is deemed to have been earned by
the corporation in a jurisdiction outside

Ontario, or, where the taxable income for that

fiscal year is nil and, for the purposes of section

132, part of the taxable paid-up capital of the

corporation is deemed to have been used in

a jurisdiction outside Ontario, the non-capital

loss or income for that fiscal year shall, in

determining the net loss for the purpose of

this section, be reduced in the same ratio

that the tax payable under section 103 or 132,

as the case may be, is reduced for that fiscal

year; R.S.O. 1970, c. 91, s. 5a (1) (b)

(c) "tax otherwise payable" means the tax for the fiscal

year otherwise payable by the corporation under

this Part after making any deduction applicable

under section 103. R.S.O. 1970, c. 91, s. 5a (1) (c).

tax
°° 107. Where under a contract, will or trust, made or created

before the 14th day of May, 1953, a person is required to make
a payment to a corporation and is required by the terms of

the contract, will or trust to pay an additional amount
measured by reference to tax payable by such corporation

Icaa)'^'^ under Part I of the Income Tax Act (Canada) and Part II

of this Act by reason of the payment,

{a) the tax payable by the corporation under Part II

of this Act for the fiscal year in or in respect of which
such a payment is made or becomes payable is the

amount that the tax of the corporation under Part

II of this Act would be if no amount under the contract

were included in computing its income for the fiscal

year plus,

(i) the amount by which its tax under Part II

of this Act would be increased by including

in computing its income,
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(A) the payment, and -'

(B) the amount by which its tax under t.

Part I of the Income Tax Act (Canada) i^tj^ti, c. 63 ^

would be increased by including the
-;

payment in computing its income, and

(ii) the amount by which the tax of the corporation
|

under Part II of this Act would be further >

increased by including, in computing its in-
'J

come for the fiscal year, the amount fixed by :

subclause i or the additional payment, which-

ever is the lesser ; and •

(b) if the person required to make the payment is a

corporation and would otherwise be entitled to

deduct the amounts payable under such a contract

in computing its income for a fiscal year, such
corporation is not entitled to deduct the amount |
determined under subclause ii of clause a. New. I

Division F— special rules J

APPLICABLE IN CERTAIN CIRCUMSTANCES |

Bankruptcies |

108.—(1) Where a corporation has become a bankrupt, theWhere^^_^

following rules are applicable

:

bankrupt

(a) the trustee in bankruptcy shall be deemed to be

the agent of the bankrupt for all purposes of this Act

;

{b) the estate of the bankrupt shall be deemed not to be

a trust or an estate for the purposes of this Act

;

(c) the income and the taxable income of the corporation

for any fiscal year of the corporation during which it

was a bankrupt and for any subsequent fiscal year

shall be calculated as if,

(i) the property of the bankrupt did not pass to

and vest in the trustee in bankruptcy on the

receiving order being made or the assignment

filed but remained vested in the bankrupt, and

(ii) any dealing in the estate of the bankrupt or

any act performed in the carrying on of the

business of the bankrupt estate by the

trustee was done as agent on behalf of the

bankrupt and any income of the trustee from
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such dealing or carrying on is income of the

bankrupt and not of the trustee

;

(d) a fiscal year of the corporation shall be deemed
to have commenced on the day the corporation

became a bankrupt and a fiscal year of the corporation

that would otherwise have ended after the corpora-

tion became a bankrupt shall be deemed to have
ended on the day immediately before the day on
which the corporation became a bankrupt

;

(e) where, in the case of any fiscal year of the corporation

ending during the period the corporation is a

bankrupt, the corporation fails to pay the tax

payable by the corporation under this Act for any
such fiscal year, the corporation and the trustee in

bankruptcy are jointly and severally liable to pay the

tax, except that,

(i) the trustee is only liable to the extent of the

property of the bankrupt in his possession, and

(ii) payment by either of them shall discharge

the joint obligation

;

(/) in the case of any fiscal year of the corporation

ending during the period the corporation is a bankrupt

,

the corporation shall be deemed not to be associated

with any other corporation in the year ; and

(g) where an absolute order of discharge is granted in

respect of the corporation, for the purposes of

section 99 any loss of the corporation for any fiscal

year preceding the fiscal year in which the order of

discharge was granted is not deductible by the

corporation in computing its taxable income for the

fiscal year of the corporation in which the order

was granted or any subsequent fiscal year. R.S.O.

1970,c. 91,s. 40(1).

"Bankrupt" (2) In this section, "bankrupt" and "estate of the bankrupt"
and estate ^ '

> r r-

of bankrupt" have the meanings assigned by the Bankruptcy Act (Canada).

R.S.O. 1970.
c. B-4

R.S.O. 1970,c. 91,s. 40(2).

Investment Corporations

and Mutual Fund Corporations

EHectlOn
re capital 109.—(1) Where a corporation is an investment corporation,

dividend as defined by subsection 3 of section 130 of the Income Tax Act

Ic&n.)''^'^ (Canada), or a mutual fund corporation, as defined by sub-

215



203

section 8 of section 131 of such Act, and the corporation has

elected in respect of the full amount of a dividend that

has become payable by it at any particular time after 1971

in accordance with subsection 1 of section 131 of the Income^^^^^^-^

Tax Act (Canada),

{a) the dividend shall be deemed to be a capital gains

dividend to the extent that it does not exceed

the corporation's capital gains dividend account as

defined by clause b of subsection 6 of section 131 of the

Income Tax Act (Canada) at the particular time; and

(b) notwithstanding anything in this Act, any amount
received by a corporation in a fiscal year as on

account of or in lieu of payment of, or in satisfaction

of the dividend shall not be included in computing the

corporation's income for the fiscal year as income from

a share of the capital stock of the paying corporation,

but shall be deemed to be a capital gain of the

corporation for the fiscal year from the disposition of

capital property. New.

(2) Where a corporation has in a fiscal year become entitled to pell^ndVo**"^

a refund by virtue of subsection 2 of section 131 of the "i^tuai fund
T ^ A ,r- 1X1 »»• • corporation
Income 1 ax Act (Canada), the Minister,

{a) may upon mailing the notice of assessment for the

fiscal year, refund without application therefor an
amount equal to 25 per cent of its capital gains refund
for the fiscal year determined under subsection 2 of

section 131 of the Income Tax Act (Canada) for the

same fiscal year ; and

{b) shall make such a refund after mailing the notice of

assessment if application therefor has been made in

writing by the corporation within 4 years from the

end of the fiscal year. New.

(3) Instead of making a refund that might otherwise be ^ppj.*^*^"°°

made under subsection 2, the Minister may, where the "acuity

corporation is liable or about to become liable to make any
payment under this Act, apply the amount that would other-

wise be refunded to that other liability and notify the

corporation of that action. New.

(4) Section 78 does not apply to deem a dividend to have o^g"78*"°°
been paid by a corporation to any of its shareholders, or to

deem any of the shareholders of a corporation to have received

a dividend on any shares of the capital stock of the corporation,

if at the time the dividend would, but for this subsection, be
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deemed by section 78 to have been so paid or received, as the

case may be, the corporation was a mutual fund corporation.

New.

Non-Resident-Owned Investment Corporations

^omputetion HO.—(1) The income oi a non-resident-owned investment

corporation for a fiscal year shall be computed as if its only

income was taxable capital gains and allowable capital losses

referred to in clause h of section 12 from dispositions of

taxable Canadian property or property that would be taxable

Canadian property if at no time in the fiscal year the corpora-

tion had been resident in Canada. R.S.O. 1970, c. 91, s. 45 (1).

Computation
of taxable
Income

1971 un-
distributed
income and
capital
surplus on
hand

(2) The taxable income of a non-resident-owned investment

corporation for a fiscal year is its income determined under

subsection 1, minus its net capital losses for fiscal years

preceding and the fiscal year immediately following the fiscal

year, as provided for by section 99. New.

(3) For the purposes of this Act

,

(a) in computing the 1971 undistributed income on

hand of a non-resident-owned investment corpora-

tion at any time, there shall be deducted the

amount, if any, by which,

(i) the corporation's 1971 undistributed income
on hand at that time otherwise determined.

exceeds

1970-71, c. 63
(Can.)

the corporation's surplus determined in pre-

scribed manner at the end of its 1971 fiscal

year, for fiscal years ending before 1972 for

which it was not taxable under section 70 of

the Income Tax Act (Canada) as it read in its

application to the 1971 fiscal year; and

[b) in computing the 1971 capital surplus on hand
of a non-resident-owned investment corporation at any
time, there shall be added to the amount thereof

otherwise determined the amount of the excess

described in clause a. New.

Election re
capital
earns
dividend

(4) Where at any particular time after 1971 a dividend has

become payable by a non-resident-owned investment corpora-

tion to shareholders of any class of shares of its capital stock,

if the corporation so elects in respect of the full amount of the

dividend, in prescribed manner and in prescribed form and at or
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before the particular time or the first day on which any part

of the dividend was paid if that day is earher than the

particular time, the following rules apply:

(a) the dividend shall be deemed to be a capital gains

dividend to the extent that the portion thereof in

excess of the corporation's 1971 undistributed income
on hand immediately before the particular time

does not exceed the corporation's capital gains

dividend account immediately before the particular

time ; and

(b) any amount received by another non-resident-

owned investment corporation in a fiscal year as, on
account or in lieu of payment of, or in satisfaction

of the capital gains dividend shall not be included in

computing the corporation's income for the fiscal

year. New.

(5) In this section. Su^""^"

(a) "Canadian property" means property other than

foreign property within the meaning assigned by
section 206 of the Income Tax Act (Canada)

;

fcanV'^'^^

(b) "capital gains dividend account" of a non-resident-

owned investment corporation at any particular time

means the amount, if any, by which the aggregate of

the following amounts in respect of the period

commencing January 1, 1972 and ending immediately

after its last fiscal year ending before the particular

time, namely,

(i) the corporation's capital gains for fiscal years

ending in the period from dispositions in the

period of Canadian property or shares of

another non-resident-owned investment cor-

poration, and

(ii) amounts received by the corporation in the

period as, on account or in lieu of payment of,

or in satisfaction of capital gains dividends from

other non-resident-owned investment corpora-

tions,

exceeds the aggregate of

(iii) the corporation's capital losses for fiscal

years ending in the period from dispositions

in the period of Canadian property or shares
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of Canadian property or shares of another

non-resident-owned investment corporation,

(iv) 25 per cent of the amount, if any, by which

the aggregate of the corporation's capital

gains for fiscal years ending in the period from
dispositions in the period of taxable Canadian
property or property that would be taxable

Canadian property if at no time in the period

,
the corporation had been resident in Canada,

exceeds the aggregate of its capital losses for

those fiscal years from dispositions in the

period of such property, and

(v) all capital gains dividends that became pay-

able by the corporation before the particular

time;

(c) "non-resident-owned investment corporation" means
a corporation incorporated in Canada that, through-

out the whole of the period commencing on the later

of June 18, 1971 and the day on which it was
incorporated and ending on the last day of the fiscal

year in respect of which the expression is being apphed,

complied with the following conditions,

(i) all of its issued shares and all of its bonds,

debentures and other funded indebtedness

were,

(A) beneficially owned by non-resident per-

sons, other than any foreign affiliate as

defined in clause b of subsection 1 of

1970-71,0.63 section 95 of the Income Tax Act

(Canada),

(B) owned by trustees for the benefit of non-

resident persons or their unborn issue, or

(C) owned by a non-resident-owned invest-

ment corporation, all of the issued

shares of which and all of the bonds,

debentures and other funded indebted-

ness of which were beneficially owned by
non-resident persons or owned by trus-

tees for the benefit of non-resident per-

sons or their unborn issue, or by two or

more such corporations,

(ii) its income for each fiscal year ending in the

period was derived from,
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(A) ownership of or trading or dealing in

bonds, shares, debentures, mortgages,

hypothecs, bills, notes, or other similar

property or any interest therein,

(B) lending money with or without security,

(C) rents, hire of chattels, charterparty fees

or remunerations, annuities, royalties,

interest or dividends,

(D) estates or trusts, or

(E) disposition of capital property,

(iii) not more than 10 per cent of its gross

revenue for each fiscal year ending in the

period was derived from rents, hire of chattels,

charterparty fees or charterparty remunera-

tions,

(iv) its principal business in each fiscal year

ending in the period was not,

(A) the making of loans, or

(B) trading or dealing in bonds, shares,

debentures, mortgages, hypothecs, bills,

notes or other similar property or any
interest therein

,

(v) it has, not later than 90 days after the com-
mencement of its first fiscal year commencing
after 1971 elected in prescribed manner to be

taxed under this section, and

(vi) it has not, before the end of the last fiscal year

in the period, revoked in prescribed manner
the election so made by it, and it has paid

the taxes payable for such fiscal year under
section 133 of the Income Tax Act (Canada)

,

^^^'^^Y'

''•

except that in no case shall anew corporation, within

the meaning assigned by section 81, formed as a

result of an amalgamation after June 18, 1971 of two
or more predecessor corporations be regarded as a

non-resident-owned investment corporation unless

each of the predecessor corporations was, immediately
before the amalgamation, a non-resident-owned

investment corporation ; and

\1

63
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(d) "taxable dividend" does not include a capital gains

dividend. New.

Non-
resident-
owned
corporation
deemed
not to be
Canadian
or private
corporation

111. Notwithstanding any other provision of this Act, a

non-resident-owned investment corporation that would, but
for this section, be a Canadian corporation or private cor-

poration shall be deemed not to be a Canadian corporation

or private corporation, as the case may be, except for the

purposes of subsection 1 of section 77 and section 81. New.

Patronage Dividends

i^^Sputing 112.—(1) Notwithstanding anything in this Part, there
income niay be deducted, in computing the income of a corporation

for a fiscal year, the aggregate of the payments made, pur-

suant to allocations in proportion to patronage, by the cor-

poration,

{a) within the fiscal year or within 12 months there-

after to its customers of the fiscal year ; and

(b) within the fiscal year oi*\vithin 12 months thereafter

to its customers of a previous fiscal year, the deduc-

tion of which from income of a previous fiscal year

was not permitted. R.S.O. 1970, c. 91, s. 49 (1).

Limitation
where non-
member
customers

(2) Notwithstanding subsection 1, if the corporation has

not made allocations in proportion to patronage in respect of

all its customers of the fiscal year at the same rate, with

appropriate differences for different types or classes of goods,

products or services, or classes, grades or qualities thereof, the

amount that may be deducted under this section is an amount
equal to the lesser of,

(a) the aggregate of the payments mentioned in sub-

section 1 ; and

Interpre-
tation

(b) the aggregate of,

(i) the part of the income of the corporation for

the fiscal year attributable to business done

with members, and

(ii) the allocations in proportion to patronage

made to non-member customers of the fiscal

year. R.S.O. 1970, c. 91, s. 49 (2).

(3) For the purposes of this section,

(a) "allocation in proportion to patronage" for a fiscal

year means an amount credited by a corporation to a

215



209

customer of that fiscal year on terms that the customer

is entitled to or will receive payment thereof, com-
puted at a rate in relation to the quantity, quality or

value of the goods or products acquired, marketed,

handled, dealt in or sold, or services rendered by the

corporation from, on behalf of or to the customer,

whether as principal or as agent of the customer or

otherwise, with appropriate differences in the rate

for different classes, grades or qualities thereof, if,

(i) the amount was credited,

(A) within the fiscal year or within 12

months thereafter, and

(B) at the same rate in relation to quantity,

quality or value aforesaid as the rate

at which amounts were similarly

credited to all other customers of that

fiscal year who were members or to all

other customers of that fiscal year, as the

case may be, with appropriate differ-

ences aforesaid for different classes,

grades or qualities, and

(ii) the prospect that amounts would be so

credited was held forth by the corporation

to its customers of that fiscal year who
were members or non-member customers of

that fiscal year, as the case may be

;

(b) "consumer goods or services" means goods or services

the cost of which was not deductible by the person in

computing the income from a business or property

;

(c) "customer" means a customer of a corporation and
includes a person who sells or delivers goods or

products to the corporation, or for whom the cor-

poration renders services

;

(d) "income of the corporation attributable to business

done with members" of any fiscal year means that

proportion of the income of the corporation for the

fiscal year, before making any deduction under this

section, that the value of the goods or products

acquired, marketed, handled, dealt in or sold or

services rendered by the corporation from, on behalf

of, or for members, is of the total value of goods or

products acquired, marketed, handled, dealt in or

sold or services rendered by the corporation from, on
behalf of, or for all customers during the fiscal year

;
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{e) "member" means a person who is entitled as a
member or shareholder to full voting rights in the

conduct of the affairs of the corporation or of another
corporation of which the corporation is a subsidiary

wholly-owned corporation

;

(/) "non-member customer" means a customer who is

not a member ; and

is) "payment" includes,

(i) the issue of a certificate of indebtedness or

shares of the corporation or of another corpora-

tion of which the corporation is a subsidiary

wholly-owned corporation if the corporation

or that other corporation has in the fiscal year

or within 12 months thereafter disbursed an
amount of money equal to the aggregate face

value of all certificates or shares so issued

in the course of redeeming or purchasing certi-

ficates of indebtedness or shares of the corpora-

tion or that other corporation previously issued,

(ii) the application by the corporation of an
amount to a member's liability to the corpora-

tion, including, without restricting the general-

ity of the foregoing, an amount applied in ful-

filment of an obligation of the member to make
a loan to the corporation and an amount applied

on account of payment for shares issued to a

member, pursuant to a by-law of the corpora-

tion, pursuant to statutory authority or at

the request of the member, or

(iii) the amount of a payment or transfer by the

corporation that, under subsection 2 of section

58, is required to be included in computing
the income of a member. R.S.O. 1970, c. 91,

s. 49 (4).

prospect^of*^ i^) ^^^ *^^ purpose of this section a corporation shall be
allocations deemed to have held forth the prospect that amounts would

be credited to a customer of a fiscal year by way of allocation

in proportion to patronage, if,

{a) throughout the fiscal year the statute under which the

corporation was incorporated or registered, its charter,

articles of association or by-laws or its contract with

the customer held forth the prospect that amounts
would be so credited to customers who are members
or non-member customers, as the case may be; or
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(b) prior to the commencement of the fiscal year or prior

to such other day as may be prescribed for the class

of business in which the corporation is engaged, the

corporation has published an advertisement in pre-

scribed form in a newspaper or newspapers of general

circulation throughout the greater part of the area in

which the corporation carried on business holding

forth that prospect to customers who are members
or non-member customers, as the case may be, and
has filed copies of the newspapers with the Minister

before the end of the 30th day of the fiscal year or

within 30 days from the prescribed day, as the case

may be. R.S.O. 1970, c. 91, s. 49 (5).

(5) For greater certainty, the amount of any payment ^^ment°to
pursuant to an allocation in proportion to patronage is the customer

amount thereof determined before deducting any amount re-

quired by subsection 3 of section 135 of the Income Tax ylc/i970-7i.c.63

(Canada) to be deducted or withheld from that payment . New

.

(6) Where a payment pursuant to an allocation in proportion ^^^^^j, ^g
to patronage, other than an allocation in respect of consumer p^ included

goods or services, has been received by a corporation, the

amount of the payment shall be included in computing the

recipient's income for the fiscal year in which the payment
was received and, without restricting the generality of the

foregoing, where a certificate of indebtedness or a share was
issued to a corporation pursuant to an allocation in proportion ^'

to patronage, the amount of the payment by virtue of the

issue thereof shall be included in computing the recipient's

income for the fiscal year in which the certificate or share was
received and not in computing its income for the fiscal year in

which the indebtedness was subsequently discharged or the \i
share was redeemed. R.S.O. 1970, c. 91, s. 49 (7). |

Cooperative Corporations

1 13.—(1) Notwithstanding any other provision of this Act,
corporation

a cooperative corporation that would, but for this section, be deemed

a private corporation shall be deemed not to be a private private
,• »T corporation

corporation. New.

(2) In this section, "cooperative corporation" means a cor- ^^^^^^f^o^

poration that was incorporated by or under a law of Canada "cooperative
5

. . ,. / , , 1- , /• , • corporation"
or a province providing for the establishment of the corporation

or respecting the establishment of cooperative corporations

for the purpose of marketing, including processing incident to

or connected therewith, natural products belonging to or

acquired from its members or customers, of purchasing
I

215 I
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supplies, equipment or household necessaries for or to be sold

to its members or customers or of performing services for its

members or customers, if,

{a) the statute by or under which it was incorporated,

its charter, articles of association or by-laws or its

contracts with its members or its members and
customers held forth the prospect that payments
would be made to them in proportion to patronage;

{b) none of its members, except other cooperative

corporations, have more than one vote in the conduct
of the affairs of the corporation ; and

(c) at least 90 per cent of its members are individuals

or other cooperative corporations and at least 90 per

cent of its shares, if any, are held by such persons.

R.S.O. 1970, c. 91, s. 48 (4).

Credit Unions

in commuting H*.—(1) In Computing the income for a fiscal year of a
Income credit union or a savings and credit union, in this Act referred

to as a "credit union", that is a corporation.

{a) there may be deducted as a reserve in respect of

bonds, debentures, agreements of sale, mortgages or

hypothecs, in lieu of any deduction in respect thereof

under clause n of subsection 1 of section 24, such

amount as may be claimed by the credit union, not

exceeding a prescribed amount

;

[h) there may be deducted as • a reserve in respect of

debts owing to the credit union, other than any debt

described in clause a, in Heu of any deduction in

respect thereof under clause n of subsection 1 of

section 24, such amount as may be claimed by the

credit union, not exceeding a prescribed amount;

(c) there shall be included any amount deducted under
clause a or 6 as a reserve in computing the credit

union's income for the immediately preceding fiscal

year; and

{d) no deduction may be made under section 35. New.

p^s^antto (^) Notwithstanding anything in this Part, there may be
aiiocationsin deducted, in computing the income for the fiscal year of a
borrowing credit union that is a corporation, the aggregate of the pay-
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ments made, pursuant to allocations in proportion to borrowing,

by the credit union within the fiscal year or within 12 months
thereafter to members of the credit union, to the extent that

such payments were not deductible under this subsection in

computing the income of the credit union for the immediately
preceding fiscal year. New.

(3) For the purposes of this Act, any annual or other ^'^°^^*jj^**<*

periodic amount paid or payable by a credit union to a member «£ "lember's
Sildtr6 (166IX16Q

thereof in respect of his share in the credit union, other than paid as

any such amount paid or payable as or on account of capital,

shall be deemed to have been paid or payable, as the case may
be, by the credit union as interest and, when received by
the member, to have been received by him as interest. New.

(4) Where a payment has been received by a corporation l^^mber's

from a credit union in a fiscal year in respect of an allocation

in proportion to borrowing, the amount thereof shall, if the

money so borrowed was used by the corporation for the

purpose of earning income from a business or property, other-

wise than to acquire property the income from which would
be exempt or to acquire a life insurance policy, be included in

computing the corporation's income for the fiscal year. New.

(5) In this section, Interpre-
tation

[a) "allocation in proportion to borrowing" for a fiscal

year means an amount credited by a credit union to

a person who was a member of the credit union in the

fiscal year on terms that the member is entitled to or

will receive payment thereof, computed at a rate in

relation to,

(i) the amount of interest payable by the member
on money borrowed from the credit union, or

(ii) the amount of money borrowed by the member
from the credit union

,

if the amount was credited within the fiscal year or

within 12 months thereafter and at the same rate in

relation to the amount of interest or money, as the

case may be, as the rate at which amounts were
similarly credited in the fiscal year to all other

members of the credit union,

(6) "credit union" means a corporation, association or

federation incorporated or organized as a credit union

or cooperative credit society if.

(i) it derived its revenues primarily from,
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(A) loans made to, or cashing cheques for,

members,

(B) bonds of, or guaranteed by, the Govern-
ment of Canada or a province, or a
Canadian municipality, or bonds of a

municipal or public body performing

a function of government in Canada,

(C) bonds of a corporation, commission or

association not less than 90 per cent of

the shares or capital of which was owned
by the Government of Canada or a

province or by a municipality in

Canada, or

(D) loans made to a co-operative credit

society of which it is a member, or

(ii) the members thereof were corporations or

associations,

(A) incorporated or organized as credit

unions, substantially all of which de-

rived their revenues primarily from
loans made to members or from bonds
of or guaranteed by, the Government of

Canada or of a province,

(B) incorporated, organized or registered

under, or governed by a law of Canada
or a province with respect to co-

operatives, or

(C) incorporated or organized for charitable

purposes,

or were corporations or associations no part

of the income of which was payable to, or

otherwise available for the personal benefit

of, any shareholder or member thereof

;

(c) "member" of a credit union means a person who is

entitled as a member or shareholder to full voting

rights in the conduct of the affairs of the credit

union. New.

deemed^not° (^) Notwithstanding any other provision of this Act, a credit
to be private union that would, but for this section, be a private corporation
corporation , „ , , , , . ^

.

,t
shall be deemed not to be a private corporation. New.

215



215

Insurance Corporations

115,—(1) For the purpose of this section, an "insurance i°^^^™"

corporation" or "insurer" means any corporation with or*

without share capital, to which section 138 of the Income Ta^lc^^^}'^'^'^

Act (Canada) applies. R.S.O. 1970, c. 91, s. 41 (1), amended.

(2) Notwithstanding any other provision of this Act and in oftaxabie"
order that insurance corporations or insurers may be dealt income

with under this Act as they will be dealt with under Part I of

the Income Tax Act (Canada), it is hereby declared that for

the purpose of section 8, the taxable incomes of such cor-

porations for the purposes of this Act shall be the same as

the taxable incomes of such corporations as determined for

the purposes of Part I of the Income Tax Act (Canada).

R.S.O. 1970, c. 91, s. 41 (2).

116. Where a life insurance corporation that is incorporated pr^^ncTX
°^

under the laws of a province has applied an amount in payment f^f^

for shares of the corporation purchased by it under the corporation
, . , , , r . '^ , • 1 f 1

iiito mutual
authority of a law of the province that provides tor the con- corporation

version of the corporation into a mutual corporation by the

purchase of its shares in accordance with the provisions of

such law,

[a) section 19 does not apply to require the inclusion, in

computing the income of a shareholder of the cor-

poration of any part of that amount ; and

(6) no part of that amount shall be deemed, for the pur-

poses of subsection 2 of section 1 15, to have been paid

to shareholders or, for the purposes of section 78, to

have been received as a dividend. R.S.O. 1970, c. 91

,

s. 42.

117. Notwithstanding any other provision of this Act, ai^^g®j.ance

life insurance corporation that is resident in Canada shall be ^eemed'^°°
deemed to be a public corporation. New. to be public

^ ^ corporation

Division G— deferred and
other special income arrangements

Employees Profit Sharing Plans

118.—(1) In this Act, an "employees profit sharing plan" pfJ5^^a°hartng

means an arrangement under which payments computed by pi^^^" '^^**°®'f

reference to the profits from the business of a corporation and

the profits if any from the business of a person with whom the

corporation does not deal at arm's length are made by the

corporation to a trustee in trust for the benefit of officers or
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employees of the corporation with whom the corporation does

not deal at arm's length, whether or not payments are also

made to the trustee by the officers or employees, and under
which the trustee has, since the commencement of the plan

or the end of 1949 whichever is the later, each year allocated

either contingently or absolutely to individual officers or

employees,

(a) all amounts received by him from the corporation or

from a person* with whom the corporation does not

deal at arm's length

;

{b) all profits ftom the trust property, computed without

regard to any capital gain made by the trust or

capital loss sustained by it at any time since the

end of 1955;

(c) all capital gains and capital losses of the trust for

fiscal years ending after 1971; and

{d) all amounts in respect of which employees who have,

after 1971, ceased to be beneficiaries under the

arrangement are deemed by subsection 9 of section
ig70-7i.c.63 144 of the Income Tax Act (Canada) to have made a

payment on account of tax under Part I of that

Act,

in such manner that the aggregate of all such amounts, profits,

gains and losses, minus such portion thereof as has been paid

to beneficiaries under the trust, is allocated either contingently

or absolutely to officers or employees who are beneficiaries

thereunder. R.S.O. 1970, c. 91, s. 51 (1).

No tax while (2) No tax is payable under this Part on the taxable income
governed of a trust for a fiscal year during which the trust was
Dv SL dI&h

governed by an employees profit sharing plan. R.S.O. 1970,

c. 91,s. 51 (2).

Employer's (3) An amount paid by a corporation to a trustee under
contribution ^ ' 7^,- ii-
to trust an employees profit sharing plan during a fiscal year or

within 120 days thereafter may be deducted in computing the

corporation's income for the fiscal year to the extent that it

was not deductible in computing income for a previous fiscal

year. R.S.O. 1970, c. 91, s. 51 (3).

ouf of^^*^ (4) Where the terms of an arrangement under which a
profits corporation makes payments to a trustee specifically provide

that the payments shall be made "out of profit", such arrange-

ment shall, if the corporation has so elected under subsection

10 of section 144 of the Income Tax Act (Canada), be deemed
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for the purpose of subsection 1, to be an arrangement for

payments "computed by reference to the profits from the

business of the corporation". R.S.O. 1970, c. 91, s. 51 (4).

(5) Where an employees profit sharing plan is accepted ?'^|cai^

for registration by the Minister as a deferred profit sharing trust

plan, the fiscal year of the trust governed by the employees

profit sharing plan shall be deemed to have ended immediately

before the plan is deemed to have become registered as a deferred

profit sharing plan pursuant to subsection 5 of section 147

of the Income Tax Act (Canada). R.S.O. 1970, c. 91, s. 51 (5)
. g^'n?-

«• ^3

REGISTERED SUPPLEMENTARY UNEMPLOYMENT
BENEFIT PLANS

119.-(1) In this Act, JS'«-

{a) "registered supplementary unemployment benefit

plan" means a supplementary unemployment benefit

plan accepted by the Minister for registration

for the purposes of this Act in respect of its con-

stitution and operations for the fiscal year under

consideration ; and

(6) "supplementary unemployment benefit plan" means
an arrangement, other than an arrangement in the

nature of superannuation or pension fund or plan

or an employees profit sharing plan, under which
payments are made by a corporation to a trustee

in trust exclusively for the payment of periodic

amounts to employees or former employees of the

corporation who are or may be laid off for any
temporary or indefinite period. R.S.O. 1970, c. 91,

s.52(l).

(2) The Minister shall be deemed to have accepted for P^an deemed

registration as a supplementary unemployment benefit plan

under this Act every supplementary unemployment benefit

plan that is accepted for registration by the Minister of National

Revenue for Canada as a supplementary unemployment
benefit plan under section 145 of the Income Tax Act (Canada).

R.S.O. 1970,c. 91.5.52(2).

(3) No tax is payable under this Part by a trust upon the ^° gf
^ ^^*^®

taxable income of the trust for a period during which the
g°^®[an**

trust was governed by a registered supplementary unemploy-
ment benefit plan. R.S.O. 1970, c. 91, s. 52 (3).

Amounts
received

(4) There shall be included in computing the income for a menfo?**'

fiscal year of a corporation that, as an employer, has made of pfiS^"^
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any payment to a trustee under a supplementary unemployment
benefit plan, any amount received by the corporation in the

fiscal year as a result of an amendment to or modification of

the plan or as a result of the termination or winding-up of

the plan. R.S.O. 1970. c. 91, s. 52 (5).

Payments
by employer
deductible

(5) An amount paid by a corporation to a trustee under a

registered supplementary unemployment benefit plan during a
fiscal year or within 30 days thereafter may be deducted in com-
puting the corporation's income for the fiscal year to the extent

that it was not deductible in computing income for a previous

fiscal year. R.S.O. 1970, c. 91, s. 52 (4).

Interpre-
tation

"Deferred
profit sharingr
plan" defined

Deferred Profit Sharing Plans

120.—(1) In this Act,

[a) "deferred profit sharing plan" means a profit sharing

plan accepted by the Minister for registration for the

purposes of this Act ; and

"Profit
sharing
plan"

[h) "profit sharing plan" means an arrangement under
which payments computed by reference to the profits

of a corporation from its business or by reference to the

profits of a corporation from its business and the

profits, if any, from the business of a person with

whom the corporation does not deal at arm's length

are or have been made by the corporation to a trustee

in trust for the benefit of employees of that corporation

or- employees of any other person, whether or not

payments are or have been also made to the trustee

by the employees. R.S.O. 1970, c. 91, s. 53 (1).

Acceptance
of plan for
registration

1970-71, c. 63
(Can.)

(2) The Minister shall be deemed to have accepted for

registration as a deferred profit sharing plan under this Act
every profit sharing plan that is deemed to be registered by the

Minister of National Revenue for Canada as a deferred profit

sharing plan under section 147 of the Income Tax Act (Canada),

and such plan shall be deemed to have been registered by the

Minister on the same date as it is deemed to be registered as a

deferred profit sharing plan under subsection 5 of section 147

of the Income Tax Act (Canada). R.S.O. 1970, c. 91 , s. 53 (2).

pilfn'not (^) ^^^ ^ fiscal year during which a plan is a deferred
employees profit sharing plan, the plan shall be deemed, for the purposes
sharing plan of this Act, not to be an employees profit sharing plan.

R.S.O. 1970,c. 91,s. 53(4).
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(4) No tax is payable under this Part on the taxable in- no .tax^^^^

come of the trust for a fiscal year during which the trust governed

was governed by a deferred profit sharing plan. R.S.O. 1970,

c. 91, s. 53(5).

(5) There may be deducted in computing the income of a Amount of

. r r 1 e
employer's

corporation for a fiscal year the aggregate of each amount contribution

paid by the corporation in the fiscal year or within 120 days

after the end of the fiscal year, to a trustee under a deferred

profit sharing plan for the benefit of employees of the cor-

poration who are beneficiaries under the plan, not exceeding,

however, in respect of each individual employee in respect of

whom the amounts so paid by the corporation were paid by it,

an amount equal to the least of,

(a) the aggregate of each amount so paid by the cor-

poration in respect of that employee

;

{b) $2,500 minus the amount, if any, deductible under

clause s of subsection 1 of section 24 in respect of that

employee in computing the income of the corporation

for the fiscal year ; and

(c) 20 per cent of the salary or wages paid in the fiscal

year to the employee by the corporation,

to the extent that such amount was not deductible in computing
the income of the employer for a previous fiscal year. R.S.O.

1970,c. 91,s. 53(6).

(6) Notwithstanding subsection 5, the amount that a cor- ^iJ^^^^^j^

^

poration is entitled to deduct under subsection 5 in computing
its income for a fiscal year shall be neither more nor less than

the amount that it deducts and is allowed as a deduction in

computing its income for the same fiscal year under subsections

8 and 9 of section 147 of the Income Tax Act (Canada) .
ig'^o^y. c 63

R.S.O. 1970,c. 91,s. 53(7).

(7) Where funds or property of a trust governed by a Appropriation

deferred profit sharing plan have been appropriated in any property by

manner whatsoever to or for the benefit of a corporation that is,
^"^^ °^^^

(a) an employer by whom payments are made in trust

to a trustee under the plan ; or

(6) a corporation with whom that employer does not

deal at arm's length,

otherwise than in payment of or on account of shares of the

capital stock of either that employer or the corporation, as
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the case may be, purchased by the trust, the amount or value

of the funds or property so appropriated shall be included in

computing the income of the employer or the corporation, as

the case may be, for the fiscal year in which the funds or property

were so appropriated, unless such funds or property or an
amount in lieu thereof equal to the amount or value of

such funds or property were repaid to the trust within one year

from the end of the fiscal year, and it is established by
subsequent events or otherwise that the repayment was not

made as part of a series of appropriations and repayments.

R.S.O. 1970, c. 91, s. 53(8).

?e7i8trat?oV^ (8) ^^^ Minister shall be deemed to have revoked the

registration of a profit sharing plan as a deferred profit sharing

plan as and when the Minister of National Revenue for Canada
1970-71. c. 63 revokes it under subsection 14 of section 147 of the Income
^^"""-^

Tax Act (Canada). R.S.O. 1970, c. 91, s. 53 (3).

Rules (9) Where the Minister is deemed to have revoked the

to revoked registration of a profit sharing plan as a deferred profit sharing

plan under subsection 8, the plan, hereinafter referred to as

the "revoked plan", shall be deemed, for the purposes of this

Act, not to be a deferred profit sharing plan, and, notwith-

standing any other provision of this Act, the following rules

shall apply,

(a) subsection 4 does not apply to exempt the trust

governed by the plan from tax under section 8 upon
the taxable income of the trust for a fiscal year in

which, at any time therein, the trust was governed by
the revoked plan

;

(b) no deduction shall be made by a corporation in com-
puting its income for a fiscal year in respect of an
amount paid by it under the plan at a time when it

was a revoked plan

;

(c) there shall be included in computing the income of a

corporation for a fiscal year the amount or value of

any funds or property appropriated to or for the

benefit of the corporation in the fiscal year that, by
virtue of subsection 7, would have been so included

if the revoked plan had been a deferred profit sharing

plan at the time of the appropriation of the funds or

property

;

{d) the revoked plan shall be deemed, for the purposes of

this Act, not to be an employees profit sharing plan.

R.S.O. 1970, c. 91, s. 53 (9).
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(10) Where the terms of an arrangement under which ao^^^/^*^
corporation makes payments to a trustee specifically provide profits

that the payments shall be made "out of profits", such ar-

rangement shall be deemed, for the purpose of clause b oi

subsection 1 to be an arrangement for payments "computed by
reference to the profits of a corporation from its business".

R.S.O. 1970, c. 91, s. 53 (10). ^

Life Insurance Policies

121. Where a corporation to which the provisions of section ^^^^^^^
148 of the Income Tax Act (Canada) apply, it is hereby computing

declared that the amount to be included in its income for the Liders * I

purposes of this section shall be the same as is required to be^"'^"™^

included for the purposes of section 148 of the Income Ta^ i97o-7i, c. 63

Act (Canada). R.S.O. 1970, c. 91, s. 54. i|

Division H— exemptions

122.—(1) No tax is payable under this Part upon the taix- Exemptions

able income of a corporation for a period when that corporation

was,

(a) a municipality in Canada, or a municipal or pubHc ^^^^°^\^^^g

body performing a function of government in

Canada; R.S.O. 1970, c. 91, s. 5 (42) (a).

(b) a corporation, commission or association not less than ^"^ro^nciai
90 per cent of the shares or capital of which was corporations

owned by Her Majesty in right of Canada or a province

or by a Canadian municipality, or a wholly-owned
corporation subsidiary to such a corporation, com-
mission or association but this clause does not apply,

(i) to such corporation, commission or association

if a person other than Her Majesty in right of

Canada or a province or a Canadian munici-
pality had, during the period, a right under a

contract, in equity or otherwise either immedi-
ately or in the future and either absolutely or

contingently, to, or to acquire, shares or

capital of that corporation, commission or

association, and

(ii) to such wholly-owned subsidiary corporation

if a person other than Her Majesty in right of

Canada or a province or a Canadian munici-

pality had, during the period, a right under a

contract, in equity or otherwise, either immedi-
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ately or in the future and either absolutely or

contingently, to, or to acquire, shares or

capital of that wholly-owned subsidiary cor-

poration or of the corporation, commission or

association of which it is a wholly-owned
subsidiary corporation ; R.S.O. 1970, c. 91,

s. 5 (42) (b).

Certain
orgranlzations

an agricultural organization, a board of trade or a

chamber of commerce, no part of the income of

which was payable to, or was otherwise available for

the p)ersonal benefit of, any proprietor, member or

shareholder thereof; R.S.O. 1970, c. 91, s. 5 (42) (c).

Charitable
orgranlzatlons (d) a charitable organization, whether or not incorporated,

all the resources of which were devoted to charitable

activities carried on by the organization itself and no
part of the income of which was payable to, or was
otherwise available for the personal benefit of, any
proprietor, member or shareholder thereof; R.S.O.

1970, c. 91, s. 5 (42) {d).

Non-profit
corporation

(e) a corporation that was constituted exclusively for

charitable purposes, no part of whose income was
payable to, or was otherwise available for the p>ersonal

benefit of, any proprietor, member or shareholder

thereof, that has not, since June 1, 1950, acquired

control of any other corporation and that, during the

period.

(i) did not carry on any business,

(ii) had no debts incurred since June 1 , 1950, other

than obligations arising in respect of salaries,

rents and other current operating expenses, and

(iii) except in the case of a corporation that was,

before 1940, constituted exclusively for chari-

table purposes, expended amounts each of

which is,

(A) an expenditure in respect of charitable

activities carried on by the corporation

itself,

(B) a gift to an organization in Canada the

income of which for the period is ex-

empt from tax under this Part by
virtue of clause d.
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(C) a gift to a corporation resident in

Canada the income of which for the

period is exempt from tax under this

Part by virtue of this clause, or

(D) a gift to Her Majesty in right of

Canada or a province or to a Canadian
municipahty,

and the aggregate of which is not less than 90
per cent of the corporation's income for the

period; R.S.O. 1970, c. 91, s. 5 (42) {e).

{/) a corporation that was constituted exclusively for the
^Qyg^n"

purpose of providing low-cost housing accommodation corporations

for the aged, no part of the income of which was
payable to, or was otherwise available for the

personal benefit of, any proprietor, member or share-

holder thereof; R.S.O. 1970, c. 91, s. 5 (42) {g).

(g) a corporation that was constituted exclusively for Non-profit
^

the purpose of carrying on or promoting scientific for scientific

research, no part of whose income was payable

to, or was otherwise available for the personal

benefit of, any proprietor, member or shareholder

thereof, that has not acquired control of any other

corporation and that, during the period,

(i) did not carry on any business, and

(ii) exp)ended amounts in Canada each of which

is,

(A) an expenditure on scientific research

directly undertaken by or on behalf

of the corporation, or

(B) a payment to an association, university,

college or research institution, des-

cribed in subclause ii or iii of clause a

of subsection 1 of section 39 to be used

for scientific research,

and the aggregate of which is not less than 90

per cent of the corporation's income for the

period; R.S.O. 1970, c. 91, s. 5 (42) (/).

(A) a labour organization or society or a benevolent

or fraternal benefit society or order; R.S.O. 1970,

c. 91, s. 5, (42) (A).
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Non-profit
organizations

(i) a club, society or association organized and operated

exclusively for social welfare, civic improvement,

pleasure or recreation or for any other purpose

except profit, no part of the income of which was
payable to, or was otherwise available for the

personal benefit of, any proprietor, member or share-

holder thereof; R.S.O. 1970, c. 91, s. 5 (42) (i).

Mutual
Insurance
corporations

{j) a mutual insurance corporation that received its

premiums wholly from the insurance of churches,

schools or other charitable organizations; R.S.O.

1970. c. 91, s. 5(42) (;).

Housing
corporation

R.S.C. 1970.
c. N-10

{k) a limited dividend housing corporation within the

meaning of that expression as defined by the

. National Housing Act (Canada); R.S.O. 1970^ c. 91,

s. 5 (42) (/).

Pension trust
or
cor];>oratlon

(/) a trust or corporation established or incorporated

solely in connection with, or for the administration

of, a registered pension fund or plan; R.S.O. 1970,

c. 91,s. 5(42)(/)).

Farmers' and
fishermen's
insurers

(w) an insurer, who was engaged during the period

in no business other than insurance, if, in the opinion

of the Minister on the advice of the Superintendent

of Insurance, 50 per cent of its gross premium
income for the period was in respect of the insurance

of farm property, property used in fishing or residences

of farmers or fishermen. R.S.O. 1970, c. 91, s. 5 (42)

is).

gains

to^inciude' (2) For the purposes of clauses c to ^ inclusive of subsection
taxable 1 and clause i of subsection 1, in computing the part, if any, of

lins any income that was payable to or otherwise available for

the personal benefit of any corporation or the aggregate of any
amounts that is not less than a percentage specified in any of

those clauses of any income for a period, the amount of such

income shall be deemed to be the amount thereof otherwise

determined less the amount of any taxable capital gains

included therein. New.

appiicjSSe (^) Subsection 1 does not apply in respect of the taxable

income of a benevolent or fraternal benefit society or order

from carrying on a life insurance business. R.S.O. 1970,

c. 91, s. 5(43).

Idem
(4) For the purposes of subsection 3, the taxable income

of a benevolent or fraternal benefit society or order from

carrying on a life insurance business shall be computed on the
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I

assumption that it had no income or loss from any other I

sources. R.S.O. 1970, c. 91 s. 5 (44). f

(5) Where it is necessary for the purpose of this section
^pp°^^J^^°-

to ascertain the taxable income of a corporation for a period

that is a part of a fiscal year, the taxable income for the
I

period shall be deemed to be the proportion of the taxable income
|

for the fiscal year that the number of days in the period is of a

the number of days in the fiscal year. R.S.O. 1970, c. 91,

s. 5 (45).

(6) For the purpose of clause g of subsection 1, JS.^to'^hl^e^**
acquired "i

/ \ i- • i 11 1 1 1 • control of
(a) a corporation is controlled by another corporation another

if more than 50 per cent of its issued share capital,
'^°'^°''*

having full voting rights under all circumstances,

belongs to,

(i) the other corporation, or I

(ii) the other corporation and persons with whom
the other corporation does not deal at arm's

length,

but the corporation shall be deemed not to have
acquired control of another corporation if it has not

purchased, or otherwise acquired for a consideration,

any of the shares in the capital stock of that other MNl

corporation

;

..

(6) there shall be included in computing a corporation's Gifts

income all gifts received by the corporation other than,

(i) a gift received subject to a trust or direction \^|
that the property given, or property substi-

tuted therefor, is to be held permanently by the

corporation for the purpose of gaining or

producing income therefrom, or

(ii) a gift or a portion of a gift in respect of which
it is established that the donor has not been
allowed a deduction under clause a of sub-

section 1 of section 98 or a gift made by a

person who was not taxable under this

section for the fiscal year in which the gift was
made. R.S.O. 1970, c. 91, s. 5 (46).

(7) For the purpose of clause g of subsection 1,
^**®™

(a) a corporation is controlled by another corporation if

more than 50 per cent of its issued share capital.
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Rules

Election by
charitable
trust or
corporation

having full voting rights under all circumstances,

belongs to,

(i) the other corporation, or

(ii) the other corporation and persons with whom
the other corporation does not deal at arm's

length,

but a corporation shall be deemed not to have
acquired control of a corporation if it has not pur-

chased, or otherwise acquired for a consideration, any
of the shares in the capital stock of that corporation

;

and

(b) there shall be included in computing a corporation's

income all gifts received by the corporation and all

amounts contributed to the corporation to be used

for scientific research. R.S.O. 1970, c. 91, s. 5 (47).

(8) In computing the income of a corporation for the purpose

of determining whether it is described by clause ^ or ^ of

subsection 1 for a fiscal year,

{a) there may be deducted an amount not exceeding its

income for the fiscal year preceding the fiscal year

computed without including or deducting any amount
under this subsection ; and

(b) there shall be included any amount that has been
deducted under this subsection for the immediately
preceding fiscal year. R.S.O. 1970, c. 91, s. 5 (48).

(9) For the purpose of determining whether a corporation

has complied with the requirements of subclause iii of clause

e of subsection 1 or subclause ii of clause g of subsection 1 for

its first fiscal year after its incorporation, the whole or any part

of amounts expended by it in the immediately subsequent

fiscal year shall, if it so elects, be deemed to have been

expended by it in the first fiscal year and not in the sub-

sequent fiscal year. R.S.O. 1970, c. 91, s. 5 (49).

PART III

Division A

—

liability for capital tax

Liability
for capital
tax

123. Except as otherwise provided in this Part, every

corporation that is liable to the taxes imposed under this

Act, except any corporation to which clause c of subsections

2 or 3 of section 2 applies, shall pay a capital tax as hereinafter

required,
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(a) in the case of a corporation to which subsection 1 of

section 2 apphes, upon its taxable paid-up capital

determined in accordance with Division B of this Part

;

|

and I
I

{b) in the case of a corporation to which clause a or b |

of subsection 2 or 3 of section 2 applies, upon its ^
taxable paid-up capital employed in Canada deter-

mined in accordance with Division C of this Part.

New.

124. Except as provided in section 125, the taxable paid-up Ta^bie

capital of a corporation shall be measured as at the close of the capital

fiscal year for which the tax imposed by section 123 is levied

and is its taxable paid-up capital determined under Division

B of this Part. R.S.O. 1970, c. 91 , s. 69.

126. Notwithstanding section 124, the taxable paid-up ^**®"^ I

capital of a corporation that is liable to the taxes imposed
under this Act by virtue of clause a or 6 of subsection 2 or 3 of

section 2, referred to in this Part as "taxable paid-up capital

employed in Canada", shall be measured as at the close of the

fiscal year for which the tax imposed by section 123 is levied

and is its taxable paid-up capital employed in Canada deter-

mined under Division C of this Part. R.S.O. 1970, c. 91, s. 6 (17).

Division B—computation
of taxable paid-up capital

126. The paid-up capital of a corporation for a fiscal yearWorw

is its paid-up capital as it stood at the close of the fiscal year capital

and includes,

(a) the paid-up capital stock of the corporation

;

(6) its earned capital and any other surplus

;

(c) all its reserves, whether created from income or

otherwise, except any reserve the creation of which
is allowed as a charge against income under the pro-

visions of Part II, except clause p of subsection 1 of

section 24 thereof;

{d) all sums or credits advanced or loaned to the corpora-

tion by its shareholders directly or indirectly or by any
other corporation, excluding such sums or credits of

a non-capital nature advanced or loaned to the

corporation by a bank ; and

(e) all its indebtedness, whether assumed or undertaken
by it, represented by bonds, bond mortgages, de-
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bentures, income bonds, income debentures, mort-
gages, lien notes and any other securities to which the

property of the corporation or any of it is subject.

R.S.O. 1970, c. 91, s. 70. amended.

Sorn Mi°d-u 127.— ( 1 ) For the purpose of computing the taxable paid-up
capital capital of a corporation for a fiscal year, there may be deducted

from its paid-up capital as at the close of the fiscal year

such of the following amounts as are applicable,

Goodwill
(a) the amount of the goodwill or other intangible thing

included as an asset to the extent that such goodwill

or other intangible thing in the opinion of the Minister

has no value, but this deduction applies to no more than
50 per cent of the book value of such goodwill or other

intangible thing;

Discount on
shares

R.S.0. 1970.
0.89

(6) the amount of the discount allowed on the sale of the

shares of a corporation to which Part IV of The
Corporations Act applies;

Investments
(c) the amount that equals that proportion of the paid-up

capital remaining after the deduction of the amounts
provided by clauses a and h which the cost of the

investments made by the corporation in the shares

and bonds of other corporations, in loans and ad-

vances to other corporations and in the bonds,

debentures and other securities of any government,

municipal or school corporation bears to the total

assets of the corporation remaining after the deduc-

tions of the amounts provided by clauses a and h, but

cash on deposit with any corporation doing the business
of a savings bank and amounts due by a corporation

with its head office outside Canada to a subsidiary

controlled corporation or a subsidiary wholly-owned
corporation taxable under this Part shall be deemed
not to be loans and advances to other corporations

;

Capital
held In
mining

R.S.0. 1970,
C.275

{d) in the case of a corporation engaged in mining, the

amount that equals that proportion of the paid-up

capital remaining after the deduction of the amounts
provided by clauses a, b and c which the total of,

(i) the amount held or used in the survey for

exploration and development of minerals,

(ii) the amount invested in the mine as defined by
The Mining Tax Act,
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(iii) the amount invested in the plant and works
necessary to and forming part of such mine,

and

(iv) the amount invested in the plant and works
necessary for the refinement of the ore taken

from the mine,

bears to the total assets remaining after the deduc-

tion of the amounts provided by clauses a, b and c.

R.S.O. 1970. c. 91, s. 71(1).

(2) For the purpose of this Part, "any other surplus",
J^^®^""®-

"total assets" and "cost of investments" includes any amount,

(a) by which any asset of a corporation is carried in its

books of account or on its balance sheet in excess of

the cost thereof

;

(6) by which the value of an asset of a corporation has been

written down and deducted from its income or un-

divided profits where such amount is not deductible

under Part II;

(c) the original cost of any asset to which subclause ii,

iii or iv of clause d of subsection 1 applies,

and excludes any amount,

(d) by which the value of an asset of a corporation has

been written down and deducted from its income or

undivided profits where such amount is deductible

under the provisions of Part II except clause p of

subsection 1 of section 24 thereof. R.S.O. 1970,

c. 91, s. 71 (2).

(3) In computing taxable paid-up capital or taxable paid-up ^n^ction
capital employed in Canada, as the case may be, no reduction

may be made with respect to any transaction that, if per-

mitted, would unduly or artificially reduce the taxable paid-

up capital or taxable paid-up capital employed in Canada, as

the case may be. New.

Division C—computation of taxable paid-up

capital employed in canada of non-resident

128. Notwithstanding section 126, the paid-up capital p**^^-^^

employed in Canada of a corporation that is liable to the employed

taxes imp)osed under this Act by virtue of clause a or b of of non-

subsection 2 or 3 of section 2, shall be deemed to be either,

215



230

(a) the amount of which its taxable income earned in

Canada determined for the purposes of this Act
would be 8 per cent ; or

(b) the amount by which,

(i) the amount of the total assets of the corporation

in Canada exceeds,

(ii) the amount of the indebtedness of the corpora-

tion relating to its permanent establishments

in Canada but excluding therefrom all amounts
that are advanced or loaned to its permanent
establishments in Canada by the corporation

itself or by any other corporation or its share-

holders directly or indirectly excluding" such

amounts of a non-capital nature advanced or

loaned to the corporation by a bank, and all

otherindebtedness that is representedbybonds,
bond mortgages, debentures, income bonds,
income debentures, mortgages, lien notes and
any other securities to which the property in

Canada or any of it is subject,

whichever is greater and in such case, this section shall apply
as though,

(c) the corporation had no permanent establishment
outside Canada;

(d) the paid-up capital employed in Canada as so deter-

mined were the total paid-up capital of the corpora-

tion; and

{e) the taxable paid-up capital employed in Canada were
allocated among the provinces and territories of

Canada as prescribed by the regulations. R.S.O.
1970, c. 91, s. 6 {17), amended.

T\Mabie 129. The taxable paid-up capital employed in Canada of a

1n*i ed
corporation to which this Division applies is its paid-up

in Canada capital employed in Canada determined under section 128
minus the aggregate of such of the deductions permitted under
section 127 as may reasonably be considered wholly applicable

on the assumption that the only assets of the corporation

were assets pertaining exclusively to its permanent establish-

ments in Canada. R.S.O. 1970, c. 91, s. 6 (17), amended.

Idem 130. In computing the paid-up capital employed in Canada
of a corporation for the purp)ose of this Part there shall not be
included the amount of the paid-up capital invested in a ship
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or aircraft operated by such corporation in Canada if such

corporation is entitled, in computing its income for a fiscal year,

to exclude the income for a fiscal year earned in Canada from
the operation of such ship or aircraft under clause c of

subsection 1 of section 75. R.S.O. 1970, c. 91, s. 71 (3).

Division D—computation
OF capital tax payable

131. The tax payable by a corporation under this Part upon 2fn|r°f
its taxable paid-up capital or taxable paid-up capital employed capital tax

in Canada, as the case may be, in this section referred to as

the "amount taxable", is one-tenth of 1 per cent of the

amount taxable. R.S.O. 1970, c. 91, s. 6 (1).

132. There may be deducted from the tax otherwise payable
ft.om*tax°

under this Part by a corporation for a fiscal year an amount o°
?f*f

''^^

equal to one-tenth of 1 per cent of that portion of the taxable

paid-up capital or taxable paid-up capital employed in

Canada^ as the case may be, which is deemed to be used by the

corporation in the fiscal year in each jurisdiction outside

Ontario determined under rules prescribed by the regulations.

R.S.O. 1970, c. 91, s. 6(4).

133. Notwithstanding section 132, and except as provided in ^^°^™'^'"

subsection 1 of section 135, the tax payable under this Part

shall in no case be less than $50. R.S.O. 1970, c. 91, s. 6 (2).

134. The tax imposed by this Part is not payable by any ^^®"^p*^^°°«

corporation that is liable to a tax under section 138, 139,

140, 141, 142 or 143 or by any corporation that is liable

to the taxes imposed under this Act by virtue only of clause

c of subsection 2 or 3 of section 2. R.S.O. 1970, c. 91, s. 6 (3).

135.— (1) Except as provided in subsection 1 of section 30^^®"^

every corporation referred to in clauses b, c, d, e, f, g, h, i,

k, I and m of subsection 1 of section 122 shall, in lieu of the

taxes payable under sections 131 and 133 pay a tax of $5.

R.S.O. 1970.C. 91,s. 6(18).

(2) Every corporation referred to in clause j of subsection ^'*®'"

1 of section 122 shall, in lieu of the tax payable under
subsection 1 . pay a tax of $50. R.S.O. 1970, c. 91 , s. 6 (19).

136. Where a corporation has a fiscal year of less than 365 ^ent'^of°°

days, the tax otherwise payable by it under this Part shall be'^^P*'^** •^^

in the proportion thereof that the number of days of such
fiscal year bears to 365, except that this section does not

apply,
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Idem

(a) to any corporation to which section 133 or 135

apphes ; or

(6) to any corporation the fiscal year of which does not

end on the same date each year, but that has been
accepted for purposes of assessment under this Act.

R.S.O. 1970, c. 91, s. 7.

137. Where the exemption under section 122 applies to a

part of a fiscal year only, the provisions of subsections 1 and 2

of section 135 do not apply, and in any such case the tax

otherwise payable under this Part shall be in the proportion

thereof that the number of days of the fiscal year for which
the exemption under subsection 1 of section 122 does not

apply, bears to 365, except that the tax payable under this

Part as reduced by this section shall in no case be less

than $50. New.

PART IV

LIABILITY FOR SPECIAL TAXES

Banks,
taxes on
paid-up
capital
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for one track, and, where the line consists of two or more
tracks, of $20 per mile for each additional track, in territory

without municipal organization in Ontario, but a corporation

that operates or uses a railway that, either by itself or in

conjunction with any other railway leased by it or to which it

is leased or with which it is amalgamated or together with

which it forms one system, does not exceed 150 miles in length

from terminal to terminal, whether or not one or both of

such terminals are outside Ontario, shall, in lieu of such

tax, pay a tax of $15 per mile for one track in Ontario, and
where the line consists of two or more tracks, of $5 per mile

for each additional track in Ontario, and, where the railway

or system does not exceed thirty miles in length between
such terminals, a tax of $10 per mile for one track in Ontario

and, where the line consists of two or more tracks, of $5 per

mile for each additional track in Ontario. R.S.O. 1970, c. 91,

s.9(l).

(2) In addition to the tax imposed by subsection 1, every Additional

corporation that operates or uses a railway that, either by
itself or in conjunction with any other railway leased by it

or to which it is leased or with which it is amalgamated or

together with which it forms one system, exceeds 150 miles in

length from terminal to terminal, whether or not one or both
of such terminals are outside Ontario, shall for every fiscal

year of the corporation pay a tax of $25 per mile for one
track in Ontario, and, where the line consists of two or more
tracks, of $20 per mile for each additional track in Ontario.

R.S.O. 1970, c. 91, s. 9 (2).

(3) Switches, spurs and sidings shall not be included in the
f^^^*^^^®^'^ ^^

measurement of track for the purposes of this section. R.S.O. inci'uded

1970, c. 91, s. 9 (3).

140. Every corporation that owns, operates or uses a lineTe^grajA

or a part of a line of telegraph in Ontario for gain, including special tax

every corporation that owns, operates or uses a railway, shall

for every fiscal year of the corporation pay a tax of 1 per

cent up)on the total amount of money invested by the corporation

in such line or part thereof and the plant and works connected
therewith; provided that a corporation that owns and a

corporation that operates and uses any such line or part

thereof are liable jointly and severally for the payment of

such tax, but the total amount payable in respect of such line

or part thereof and the works and plant connected therewith

shall not exceed the total amount of tax imposed under this

section, notwithstanding that the line or part thereof is owned,
operated or used by more than one corporation. R.S.O.

1970, c. 91. s. 10.
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Car
companies,
special tax

Insurance
companies

oom^nies 141. Every corporation that carries on the business of an
special tax express company over a railway in Ontario, including a cor-

poration that owns, operates or uses a railway, shall for every

fiscal year of the corporation pay a tax of $800 for each 100

miles or fraction thereof up to but not exceeding a tax of

$10,000. R.S.O. 1970,c.91,s. 11.

142. Every corporation, except a corporation that owns,

operates or uses a railway, that transacts in Ontario the

business of operating, leasing or hiring sleeping or parlour

or dining cars run upon or used upon any railway in Ontario,

shall, for every fiscal year of the corporation, pay a tax of

1 per cent calculated upon the money invested in such cars in

use in Ontario. R.S.O. 1970, c. 91, s. 12.

143.—(1) Every insurance corporation shall pay a tax of 2

per cent calculated on the gross premiums that become payable

to the corporation or its agent or agents during the fiscal

year in respect of business transacted in Ontario, other than

premiums in respect of re-insurance ceded to the corporation

by other insurance corporations and considerations for

annuities, after deducting from such premiums,

(a) cash value of dividends credited to policy-holders

;

(6) premiums returned. R.S.O. 1970, c. 91, s. 13 (1).

(2) In addition to the tax payable under subsection 1 , every

corporation transacting business as an insurer for property

insurance within the meaning of The Insurance Act and the

regulations made thereunder shall pay a tax of one-half

of 1 per cent calculated on the gross premiums that become
payable to the corporation or its agent or agents during the

fiscal year in respect of such business transacted in Ontario

other than premiums in respect of re-insurance ceded to the

corporation by other insurers after deducting from such

premiums,

(a) cash value of dividends credited to policy-holders;

and

{b) premiums returned. New.

hfresTOctof (*^) ^^ determining the amount of tax payable under sub-
business section 1 and 2,
transacted
in Ontario

(a) every life insurance premium that becomes payable

at the time the person insured is a resident of

Ontario ; and

{b) every other premium that by the terms of the

policy or renewal thereof becomes payable in respect

Idem

R.S.0. 1970.

c. 224
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of insurance of a person resident or property situate

in Ontario at the time such premium becomes
payable whether or not,

(i) such premium is earned wholly or partly in

Ontario,

(ii) the business in respect of the policy is

transacted wholly or partly in Ontario, or

(iii) the payment of such premium is made wholly

or partly in Ontario,

shall be deemed to be a premium payable in respect of

business transacted in Ontario. R.S.O. 1970, c. 91, s. 13 (2).

(4) The tax imposed by subsection 1 or 2 is not payable Exemptions

in respect of premiums payable under a contract of marine

insurance or by,

(a) mutual insurance corporations insuring agricultural

and other non-hazardous risks on the premium note

plan, the sole business of which is carried on in

Ontario

;

(6) fraternal societies and mutual benefit societies as

defined in The Insurance Ad ; or ^'2^' ^^°'

(c) pension fund and employees' mutual benefit societies

incorporated under or subject to The Corporationsffg^-^^'^^'

Act. R.S.O. 1970, c. 91, s. 13(3).

(5) In this section, "marine insurance" means insurance ^^1^^^.°^^^

against marine losses, that is to say, the losses incident to

marine adventure, and may by the express terms of a contract

or by usage of trade extend so as to protect the insured against

losses on inland waters or by land or air which are incidental

to any sea voyage. R.S.O. 1970, c. 91 , s. 13 (4).

(6) Where it is established to the satisfaction of the ^r^j^^t\^QQ
Lieutenant Governor in Council that any jurisdiction dis-

criminates unfairly by imposing taxes, fees and other monetary
obligations on any insurance corporation or any particular

class of insurance corporations organized under the laws of

Canada or of Ontario and having their principal offices in

Ontario that in the aggregate are in excess of comparable
taxes, fees and monetary obligations imposed on any similar

corporation or class of corporations organized under the laws

of such jurisdiction, the Lieutenant Governor in Council

may direct that any corporation or any class of corporations
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FlBoal year

Idem

organized under the laws of such jurisdiction and that

transacts business in Ontario shall pay, in addition to the

tax otherwise imposed by this section, a tax not exceeding the

equivalent of such excess, and such additionaLtax is recoverable

in the same manner as any other tax imposed by this Act.

R.S.O. 1970,c. 91.8.13(5).

(7) For the purposes of this Act, the fiscal year of every

insurance corporation shall be deemed to end on the 31st day
of December. R.S.O. 1970, c. 91, s. 13 (6).

144. Where a corporation has a fiscal year of less than 365

days the tax otherwise payable by it under this Part shall be in

the proportion thereof that the number of days of such fiscal

year bears to 365, except that this section does not apply to any
corporation to which the provisions of section 143 applies.

New.

Annual
return

PART V

RETURNS, PAYMENTS, ASSESSMENTS AND APPEALS

Division A

—

returns

145.—(1) Every corporation on which a tax is imposed by
this Act shall, on or before the last day of the month that ends

six months following the close of its fiscal year, without

notice or demand, and every corporation on which a tax is or

is not imposed by this Act shall, upon receipt of a notice or

demand in writing from the Minister or from any officer of

the Department of Revenue authorized by the Minister to make
such demand, deliver to the Minister such return as is required

for the purpose of carrying out the provisions of this Act.

R.S.O. 1970, c. 91,5.73(1).

o/return8°° (^) ^^^ retum shall contain an estimate of the respective

taxes payable and shall be verified by a certificate certifying

that the financial statements included in the return or attached

thereto are in agreement with the books of the corporation,

and such certificate shall be signed by the president or some
other officer having personal knowledge of the affairs of the

corporation and, in the case of an extra-provincial corporation,

by the manager or chief agent of the corporation in Ontario

or by such other person or persons connected with the cor-

poration as the Minister requires. R.S.O. 1970, c. 91 , s. 73 (2).

S-°defauit
14:6.—(1) Every corporation that fails to deliver a retum

as and when required by subsection 1 of section 145 shall pay
a penalty of an amount equal to the greater of,

{a) $50;
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(6) 5 per cent of the tax that was unpaid when the

return was required to be dehvered, if the tax payable

by the corporation for the fiscal year that was unpaid

at that time was less than $10,000; and

(c) $500, if at the time the return was required to be

delivered tax payable by the corporation equal to

$10,000 or more was unpaid. R.S.O. 1970. c. 91,

s. 74 (1).

(2) Every corporation that fails to complete the information
c *mpfete°

required on the return to be delivered under subsection 1 of return

section 145 is liable to a penalty of 1 per cent of the taxes

payable by it under this Act, but such penalty shall not in

any case be less than $20 or more than $100. R.S.O. 1970,

c. 91, s. 74 (2).

(3) Every person who has, ^^i^e
statements

(a) made, or participated in, assented to or acquiesced in

the making of, false or deceptive statements in a

return, certificate, statement or answer delivered or

made as required by or under this Act or the regu-

lations
;

(6) to evade pajnnent of a tax imposed by this Act,

destroyed, altered, mutilated, secreted or otherwise

disposed of the records or books of account of a

corporation

;

(c) made, or assented to or acquiesced in the making of,

false or deceptive entries, or omitted, or assented to

or acquiesced in the omission, to enter a material

particular, in records or books of account of a

corporation

;

{d) wilfully in any manner evaded or attempted to evade

compliance with this Act or payment of taxes

imposed by this Act ; or

(e) conspired with any person to commit an offence

described by clauses a to d,

is guilty of an offence and, in addition to any penalty other-

wise provided by this Act, is liable on summary conviction to

a fine of not less than $25 and not more than $10,000 plus,

in an appropriate case, an amount of not more than double

the amount of the tax that should have been shown to be
payable or that was sought to be evaded, or to imprisonment
for a term of not more than two years, or to both. R.S.O.

1970, c. 91. s. 74 (3).
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ormnTsSfoL (^) Where a person, acting OF purporting to act on behalf of
In return a corporation, knowingly or under circumstances amounting to

gross negligence in the carrying out of any duty or obligation

imposed by or under this Act has made, or has participated in,

assented to or acquiesced in the making of, a statement or

omission in a return, certificate, statement or answer filed or

made as required by or under this Act or the regulations, as a
result of which the tax that would have been payable by
the corporation for a fiscal year, if the tax had been assessed

on the basis of the information provided in the return,

certificate, statement or answer, is less than the tax payable
by the corporation for the fiscal year, the corporation is liable

to a penalty of 25 per cent of the amount by which the tax

that would so have been payable is less than the tax payable
by the corporation for the fiscal year. R.S.O. 1970, c. 91,

s. 74 (4).

Extended
time for
making
returns

147. The Minister may enlarge the time for making any
return before or after the time for making it. R.S.O. 1970,

c. 91, s. 75.

Division B— payments

Taxes,
when to
accrue

148.—(1) The taxes imposed by this Act shall be deemed to

accrue proportionately as the days of each fiscal year for

which such taxes are imposed pass. R.S.O. 1970, c. 91, s. 76(1).

Dates of
payment (2) Every corporation on which a tax is imposed by this

Act shall pay to the Treasurer of Ontario,

(a) on or before the fifteenth day of each of the fifth,

eighth and eleventh months of the fiscal year in

respect of which the tax is payable and on or before

the fifteenth day of the second month of the fiscal

year following that in respect of which the tax is

payable, an instalment equal to one-quarter of the

tax payable as estimated by it at the rates for the

fiscal year on,

(i) its estimated taxable income and other subject

of tax for the fiscal year, or

(ii) its taxable income and other subject of tax

for the immediately preceding fiscal year ; and

(6) on or before the last day on which a return is re-

quired to be delivered under subsection 1 of section

145, the balance, if any, of the tax payable as esti-

mated by it on the return for the fiscal year. R.S.O.

1970, c. 91, s. 76 (2).
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(3) Notwithstanding subsection 2, every corporation on Dates of

which a tax is imposed by this Act, the fiscal year of which
commenced after the 15th day of March, 1969, shall pay to

the Treasurer of Ontario,

(a) on or before the fifteenth day of each of the third,

fifth, seventh, ninth and eleventh months of the

fiscal year in respect of which the tax is payable

and on or before the fifteenth day of the first month
of the fiscal year following that in respect of which the

tax is payable, an instalment equal to one-sixth of the

tax payable as estimated by it at the rates for the

taxation year on,

(i) its estimated taxable income and other sub-

ject of tax for the fiscal year, or

(ii) its taxable income and other subject of tax

for the immediately preceding fiscal year ; and

(6) on or before the last day on which a return is

required to be delivered under subsection 1 of

section 145, the balance, if any, of the tax payable

as estimated by it on the return for the fiscal year.

R.S.O. 1970, c. 91, s. 76(3).

(4) Notwithstanding subsections 2 and 3 and subject tof^^^^g^*^

subsection 5 of section 149, where for the purposes of this

section any corporation estimates the amount of tax payable
for a fiscal year to be less than $300, the corporation may,
instead of paying the instalments required by subsection 2 or

3, pay such tax on or before the fifteenth day of the first

month of the fiscal year following that in respect of which
the tax is payable. R.S.O. 1970, c. 91, s. 76 (4).

(5) Notwithstanding subsection 2, every corporation, except
o*[|°°®

those corporations to which the provisions of section 138, 139, when'

140, 141 or 142 apply, the fiscal year of which commenced
prior to the 15th day of March, 1969, and ends on or after

the 15th day of March, 1969, shall, in addition to any instal-

ment of tax otherwise payable on or before the fifteenth day
of the second month following the close of such fiscal year,

pay the balance or whole of the capital tax remaining unpaid

as imposed by this Act based on a rate of one-tenth of 1 per

cent of the taxable paid-up capital as it stood at the close

of such fiscal year. R.S.O. 1970, c. 91, s. 76 (5).

(6) Notwithstanding subsection 2, every corporation to^***™

which the provisions of section 138, 139, 140, 141 or 142 apply,

the fiscal year of which commenced prior to the 15th day of
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March, 1969, and ends on or after the 15th day of March,

1969, shall, in addition to any instalment of tax otherwise

payable on or before the fifteenth day of the second month
following the close of such fiscal year, pay the balance or

whole of the taxes payable under those sections remaining

unpaid, determined on the amount of mileage or other subject

referred to in the said sections in respect of which the amount
of tax is to be ascertained as such mileage or other subject of

tax stood at the close of such fiscal yea]. R.S.O. 1970, c. 91,

s. 76 (6).

Interest
on unpaid
tax

140.— (
1 ) Where the amount paid on account of tax payable

by a corporation for a fiscal year before the expiration of the

time allowed for delivering of the return of the corporation under

section 145 is less than the amount of tax payable for the

fiscal year, the corporation liable to pay the tax shall pay
interest on the difference between those two amounts from the

expiration of the time for delivering the return to the date of

payment at such rate as is prescribed by the regulations.

R.S.O. 1970, c. 91, s. 77 (1).

Idem

Idem

(2) Where a corporation is required by subsection 2, 3, 4, 5

or 6 of section 148 to pay all or a part or instalment of tax

and it has failed to pay all or any part thereof as required,

the corporation, in addition to the interest payable under
subsection 1, shall pay interest, at such rate as is prescribed

by the regulations, on the amount it failed to pay from the day
on or before which it was required to make the payment to the

day of payment or the beginning of the period in respect of

which it becomes liable to pay interest thereon under subsection

1, whichever is earlier. R.S.O. 1970, c. 91, s. 77 (2).

(3) Where the Minister has reassessed the tax payable for

a fiscal year under subsection 4 of section 150 and the tax

payable is greater than the tax previously assessed for that

fiscal year, the interest payable under subsection 2 and the

penalty under subsection 1 of section 146 shall be assessed in

accordance with the provisions of subsection 1 of section 150

provided,

{a) that the provisions of this subsection shall not apply

where subsection 3 or 4 of section 146 apply; and

(6) the provisions of this subsection shall apply only with

resp)ect to instalments of tax due and payable before

the thirtieth day following the date of such reassess-

ment. New.

ctS-y'-back ('^) Where a corporation is entitled to deduct under sub-
of loss section 1 of section 99 in computing its taxable income for a
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taxation year an amount in respect of a loss sustained in the

fiscal year immediately following the taxation year, herein-

after in this subsection referred to as "the loss year", for the

purpose of computing interest and penalty interest under this

section on tax or a part or instalment of tax for the taxation year

for any portion of the period in respect of which the interest is

payable on or before the last day of the loss year, the tax

payable for the taxation year shall be deemed to be the amount
that it would have been if the corporation were not entitled to

deduct an amount under subsection 1 of section 99 in respect

of that loss. R.S.O. 1970, c. 91, s. 77 (3).

(5) For the purposes of calculating interest under sub- ^^^^^^^^^j^j

section 2, where a corporation is required to pay a part or tax

instalment of tax for a fiscal year as estimated by it on its

taxable income and other subject of tax for a preceding fiscal

year or on its estimated taxable income and other subject of

tax for the fiscal year, it shall be deemed to have been liable

to pay a part or instalment computed by reference to the

tcLxable income and other subject of tax for,

(a) the preceding fiscal year ; or

(6) the fiscal year,

whichever is the lesser. R.S.O. 1970, c. 91, s. 77 (4).

Division C—assessments

150.—(1) The Minister shall with all due despatch examine otlll^na^
each return delivered under section 145 and assess the tax for

the fiscal year and the interest and penalties if any payable.

R.S.O. 1970, c. 91, s. 78 (1).

(2) After examination of a return, the Minister shall send, assessment
by mail or by registered mail or deliver by personal service a
notice of assessment to the corporation that delivered the

return. R.S.O. 1970, c. 91, s. 78 (2).

(3) Liability for tax imposed by this Act is not affected by
^°°*^*j^j'J*"°°

an incorrect or incomplete assessment or by the fact that no for tax

assessment has been made. R.S.O. 1970, c. 91, s. 78 (3).

(4) The Minister may at any time assess tax, interest or ^®*8«88-

p)enalties, or notify in writing any person by whom a return

of income or other subject of tax for a fiscal year has been
filed that no tax is payable for the fiscal year, and may,

{a) at any time, if the corporation or person filing the

return,
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(i) has made any misrepresentation or committed
any fraud in filing the return or supplying any
information under this Act, or

(ii) has failed to file financial statements with the

return required to be filed under section 145, or

(iii) has been negligent in supplying any informa-

tion under this Act, or

(iv) has filed with the Minister a waiver in a

prescribed form within six years from the day
of mailing of a notice of an original assessment

or of a notification that no tax is payable for

a fiscal year, or

(v) has claimed a deduction under clause u of

subsection 1 of section 24 ; and

{b) within six years from the day referred to in sub-

clause iv of clause a, in any other case.

Idem

Minister
not bound
by returns

Assessment
valid and
binding

Payment of
assessment

reassess or make additional assessments or assess tax, interest

or penalties, as the circumstances require. R.S.O. 1970, c. 91,

s. 78 (4).

(5) Where a corporation has delivered the return required by
section 145 for a fiscal year and, within one year from the

day on or before it was required by section 145 to deliver a

return for that fiscal year, has filed an amended return for

the fiscal year claiming a deduction from income under sub-

section 1 of section 99 in respect of a business loss sustained

in the fiscal year immediately following that fiscal year, the

Minister shall reassess the tax payable by the corporation for

that fiscal year. R.S.O. 1970, c. 91, s. 78 (5).

(6) The Minister is not bound by a return or information

delivered by or on behalf of a corporation and may, notwith-

standing a return or information so delivered or if no return

or information has been delivered, assess the tax payable under
this Act. R.S.O. 1970, c. 91, s. 78 (6).

(7) An assessment, subject to being varied or vacated on
an objection or appeal and subject to a reassessment, shall be

deemed to be valid and binding notwithstanding any error,

defect or omission therein or in any proceeding under this

Act relating thereto. R.S.O. 1970, c. 91, s. 78 (7).

151.—(1) Every corporation shall within thirty days from

the day of mailing of the notice of assessment pay any part of
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the assessed tax, interest and penalties then remaining unpaid,

whether or not an objection to or appeal from the assessment

is outstanding. R.S.O. 1970, c. 91, s. 79 (1).

(2) Where in the opinion of the Minister a corporation isWem

attempting to avoid payment of a tax imposed by this Act

or where the Minister has assessed the tax payable under this

Act pursuant to subsection 6 of section 150, he may, notwith-

standing subsection 2 of section 150, serve the notice of

assessment upon the corporation or the president, manager,

secretary or any director, agent or representative thereof and
direct that all taxes, penalties and interest as set out therein

shall be paid forthwith. R.S.O. 1970, c. 91. s. 79 (2).

Division D— refunds of overpayments

152.—(1) If the return required to be delivered by a cor- Refunds

poration under section 145 for a fiscal year has been delivered

within four years from the end of that fiscal year, the Minister,

(a) may, upon mailing the notice of assessment for the

fiscal year, refund without application therefor any
overpayment made on account of the tax payable for

the fiscal year; and

{b) shall make such a refund after mailing the notice of
i^^l|.

assessment if application therefor has been made in

writing by the corporation within four years from
the day on which the overpayment was made or the

day on which the notice of assessment was mailed.

R.S.O. 1970, c. 91, s. 80 (1).

(2) Instead of making a refund that might otherwise be Application

made under this section, the Minister may, where the cor- taxes

poration is liable or about to become liable to make another

payment under this Act, apply the amount of the overpayment
to that other liability and notify the corporation of such action.

R.S.O. 1970,c. 91,s. 80(2).

(3) Where an amount in respect of an overpayment is interest on

refunded or applied under this section on other liability, payments

interest at such rate as is prescribed by the regulations

shall be paid or applied thereon for the period commencing
with the latest of,

(a) the day on which the overpayment arose

;

(6) the day on or before which the return of the

corporation in respect of which the overpayment arose

was required by section 145 to be delivered ; or
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Idem

Idem

(c) the day on which the return of the corporation in

respect of which the overpayment arose was dehvered,

and ending with the day of refunding or appHcation aforesaid,

unless the amount of the interest so calculated is less than

$1, in which event no interest shall be paid or applied under
this subsection. R.S.O. 1970, c. 91 , s. 80 (3).

(4) Where by a decision of the Minister under section 154

or by a decision of a court it is finally determined that the

tax payable under this Act by a corporation for a fiscal year

is less than the amount assessed by the assessment under

section 150 to which objection wasmade or from which the appeal

was taken and the decision makes it appear that there has been

an overpayment for the fiscal year, the interest payable under
subsection 3 on that overpayment shall be computed at such

rate as is prescribed by the regulations. R.S.O. 1970, c. 91,

s. 80 (4).

(5) Where an amount has been paid with respect to the

provisions of section 167 and the tax payable under this Act for

the fiscal year as finally determined is less than the payment,
the interest payable on that overpayment shall, notwithstand-

ing subsection 3, be computed at such rate as is prescribed

for the purpose of subsection 4 as though the day on which the

overpayment arose is the day upon which the payment was
made. New.

Interpre-
tation

Effect of
carry-back
of loss

Credit
interest on
overpaid
Instalments

(6) For the purpose of this section, "overpayment" means
the aggregate of all amounts paid on account of tax payable for

a fiscal year minus all amounts payable under this Act or an
amount so paid where no amount is so payable. R.S.O. 1970,

c. 91, s. 80(5).

(7) Where a corporation is entitled to deduct under
subsection 1 of section 99 in computing its taxable income
for a taxation year an amount in respect of a loss sustained

in the fiscal year immediately following the taxation year,

hereinafter in this subsection referred to as "the loss year",

and the amount of the tax payable for the taxation year

is relevant in determining an overpayment for the purpose of

computing interest under subsection 3 for any portion of a

period ending on or before the last day of the loss year, the

tax payable for the taxation year shall be deemed to be the

amount that it would have been if the corporation were not

entitled to deduct an amount under subsection 1 of section

99 in respect of that loss. R.S.O. 1970, c. 91, s. 80 (6).

153.—(1) Where instalments of tax as required by
subsection 3 of section 148 are overpaid at any time prior
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to the day the return of the corporation in respect of which
the overpaid instalments occurred was required by section 145

to be delivered or the day on which a refund was made upon
assessment where such assessment is made before the day the

return was due to be filed, whichever is earlier, interest at

such rate as is prescribed for the purpose of subsection 3 of

section 152 shall be allowed on the overpayment to the extent

that interest has been otherwise assessed under subsection 2

of section 149 except that under no circumstances shall the

credit interest so allowed exceed the interest otherwise

assessed under that section.

(2) Subsection 1 does not apply with respect to any amountApplication

to which subsection 5 of section 152 applies. New.

Division E— objections to assessment

154.—(1) A corporation that objects to an assessment ^o.^J^e^o^

under this Act may within ninety days from the day of

mailing of the notice of assessment serve on the Minister

a notice of objection in duplicate in the prescribed form
setting out the reasons for the objection and all relevant facts.

R.S.O. 1970, c. 91, s. 81 (1).

(2) A notice of objection under this section shall be served ^^''^^^

by being sent by registered mail addressed to the Minister. ^^

R.S.O. 1970,c. 91,s. 81 (2). ^ i

(3) The Minister may accept a notice of objection under this ^"^^"^

section notwithstanding that it was not served in duplicate or \

in the manner required by subsection 2. R.S.O. 1970, c. 91, **

s. 81 (3).

(4) Upon receipt of the notice of objection, the Minister ^j®^°°sidera-

shall with all due despatch reconsider the assessment and
vacate, confirm or vary the assessment or reassess and he shall

thereupon notify the corporation of his action by registered

letter. R.S.O. 1970. c. 91, s. 81 (4).

Division F— appeals

1 55.— ( 1 ) Where a corporation has served notice of obj ection Appeal

to an assessment under section 154, the corporation may appeal

to the Supreme Court to have the assessment vacated or varied

after the Minister has confirmed or reassessed, but no appeal

under this section may be instituted after the expiration of

ninety days from the day notice has been mailed to the corpora-

tion under section 154 that the Minister has confirmed the

assessment or reassessed. R.S.O. 1970, c. 91, s. 82 (1).
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Appeals,
how
instituted

(2) An appeal to the Supreme Court shall be instituted

by serving on the Minister a notice of appeal in duplicate in

the prescribed form and by filing a copy thereof with the

Registrar of the Supreme Court or the local registrar of the

Supreme Court for the county or district in which the corpora-

tion appealing has its head office or other permanent
establishment. R.S.O. 1970. c. 91, s. 82 (2).

appeal
°^

(^) ^ notice of appeal shall be served upon the Minister

by being sent by registered mail addressed to the Minister.

R.S.O. 1970, c. 91, s. 82(3).

of aifegati'ons (^) ^^^ Corporation appealing shall set out in the notice

of appeal a statement of the allegations of fact, the statutory

provisions and reasons that it intends to submit in supporting

its appeal. R.S.O. 1970, c. 91. s. 82 (4).

Security
for costs

Idem

(5) An appeal by a corporation and all proceedings there-

under are. upon the expiration of sixty days from the day the

appeal is instituted, null and void unless security for the

costs of the appeal has been, within the said f)eriod, paid into

court in the sum of $400 or such other sum as the Minister

requires and, upon an appeal becoming null and void by virtue

of this subsection, no other appeal or proceedings shall be

instituted in respect of the same decision. R.S.O. 1970.

c. 91. s. 82(5).

(6) When security has been given under subsection 5,

notice thereof shall be served on the Minister specifying the

fact and the purpose of the payment. R.S.O. 1970. c. 91,

s. 82 (6).

Reply to
notice of
appeal

Amendment
of notice of
appeal

Amendment
to reply

166.—(1) The Minister shall with all due despatch serve on

the corporation appealing and file in the court a reply to the

notice of appeal admitting or denying the facts alleged and

containing a statement of such further allegations of fact and of

such statutory provisions and reasons as the Minister intends

to rely on. R.S.O. 1970, c. 91, s. 83 (1).

(2) The court or a judge may in its or his discretion

strike out a notice of appeal or any part thereof for failure to

comply with subsection 4 of section 155 and may permit an

amendment to be made to a notice of appeal or a new notice

of appeal to be substituted for the one struck out. R.S.O.

1970. c. 91. s. 83(2).

(3) The court or a judge may in its or his discretion,

{a) strike out any part of a reply for failure to comply

with subsection 1 or permit the amendment of a

reply ; or
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(6) strike out a reply for failure to comply with this

section and order a new reply to be filed within a time

to be fixed by the order. R.S.O. 1970, c. 91, s. 83 (3).

(4) Where a notice of appeal is struck out for failure to Failure to
^ ' ^^ comply

comply with subsection 4 of section 155 and anew notice of appeal

is not filed as and when permitted by the court or a judge, the

court or a judge thereof may, in its or his discretion, dispose

of the appeal by dismissing it. R.S.O. 1970, c. 91, s. 83 (4).

(5) Where a reply is not filed as required by this section ^^®™

or is struck out under this section and a new reply is not filed

as ordered by the court or a judge within the time ordered, the

court may dispose of the appeal ex parte or after a hearing on
the basis that the allegations of fact contained in the notice

of appeal are true. R.S.O. 1970, c. 91, s. 83 (5).

157.—(1) Upon the filing of the material referred to in§^^^|^

sections 155 and 156 with the Registrar of the Supreme Court or action

the local registrar of the Supreme Court for the county or

district in which the corporation appealing has its head office

or permanent establishment, the matter shall be deemed to be
an action in the court and, unless the court otherwise orders,

ready for hearing. R.S.O. 1970, c. 91, s. 84 (1).

(2) Any fact or statutory provision not set out in thejactenot

notice of appeal or reply may be pleaded or referred to in such "j^y ^® ^^
manner and upon such terms as the court directs. R.S.O.

^

1970,c. 91,s. 84(2).

(3) The court may dispose of the appeal by,
?/l^°e^i

(a) dismissing it

;

(6) allowing it ; or

(c) allowing it, and,

(i) vacating the assessment,

(ii) varying the assessment,

(iii) restoring the assessment, or

(iv) referring the assessment back to the Minister

for reconsideration and reassessment. R.S.O.

1970,c. 91,s. 84(3).

(4) The court may in delivering judgment disposing of an^ounmay

appeal order payment or refund of tax, interest, penalties ormentof
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costs by the taxpayer or the Minister, as the case may be.

R.S.O. 1970. c. 91. s. 84(4).

Proceedings \ 5g, Proceedings under this Division shall be held in camera
upon request made to the court by the corporation appeahng or

by the Minister. R.S.O. 1970, c. 91 , s. 85.

court'"^ 1*®' Th^ practice and procedure of the Supreme Court,
practice including the right of appeal and the practice and procedure

relating to appeals, apply to every matter deemed to be an
action under section 157 and every judgment and order given

or made in every such action may be enforced in the same
manner and by the like process as a judgment or order given

or made in an action commenced in the court. R.S.O. 1970,

c. 91,s. 86.

Irregularities 160. An assessment shall not be Vacated or varied on appeal

by reason only of any irregularity, informality, omission or error

on the part of any person in the observation of any directory

provision of this Act. R.S.O. 1970, c. 91 , s. 87.

PART VI

ADMINISTRATION AND ENFORCEMENT

investiga- \Q\

^

— (1 ) Any person thereunto authorized by the Minister

for any purpose related to the administration or enforcement
of this Act may at all reasonable times enter into any premises

or place where any business is carried on or any property is

kept or anything is done in connection with any business or

any books or records are or should be kept pursuant to this

Act. and,

{a) audit or examine the books and records and any
account, voucher, letter, telegram or other document
that relates or may relate to the information that is

or should be in the books or records or the amount of

tax payable under this Act

;

[h) examine property described by an inventory or any
property, process or matter an examination of which
may, in his opinion, assist him in determining the

accuracy of an inventory or in ascertaining the in-

formation that is or should be in the books or records

or the amount of any tax payable under this Act

;

(c) require the president, manager, secretary or any
director, agent or representative of the corporation

liable to pay or considered possibly liable to pay tax
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under this Act and any other person on the premises

of such corporation to give him all reasonable assist-

ance with his audit or examination and to answer all

questions relating to the audit or examination either

orally or, if he so requires, in writing, on oath or by
statutory declaration and, for that purpose, require

such person to attend at the premises or place with

him; and

(d) if during the course of an audit or examination it

appears to him that there has been a violation of this

Act or the regulations, seize and take away any of

the records, books, accounts, vouchers, letters, tele-

grams and other documents and retain them until

they are produced in any court proceedings. R.S.O.

1970,c. 91,s. 88(1).

(2) The Minister may , for any purpose relating to the adminis- ^'^^^

tration or enforcement of this Act, by registered letter or by a

demand served personally, require from any corporation or

from the president, manager, secretary, or any director, agent

or representative thereof,

(a) any information or additional information or a return

as required by section 145 or a supplementary

return; or

(b) production, or production on oath, of any books,

letters, accounts, invoices, statements, financial or

otherwise, or other documents,

within such reasonable time as is stipulated therein. R.S.O.

1970,c. 91,s. 88(2).

(3) The Minister may, for any purpose related to the ad-^*^®™

ministration or enforcement of this Act, by registered letter

or by a demand served personally, require from any person,

partnership, syndicate, trust or corporation holding or paying

or liable to pay any portion of the income of the corporation,

or from any partner, agent or official of any such person,

partnership, syndicate, trust or corporation, production, or

production on oath, of any books, letters, accounts, invoices,

statements, financial or otherwise, or other documents, within

such reasonable time as is stipulated therein. R.S.O. 1970,

c. 91. s. 88 (3).

(4) The Minister may, for any purpose related to the ad- ^'*®'"

ministration or enforcement of this Act, with the approval of

a judge of the Supreme Court, which approval the judge is

hereby empowered to give upon ex parte application, authorize
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Idem

Idem

in writing any officer of the Ministry of Revenue, together

with such members of the provincial poHce or other peace

officers as he calls on to assist him and such other persons

as are named therein, to enter and search, if necessary by
force, any building, receptacle or place for documents, books,

records, papers or things that may afford evidence as to the

violation of any provision of this Act or the regulations and
to seize and take away any such documents, books, records,

papers or things and retain them until they are produced in

any court proceedings. R.S.O. 1970, c. 91, s. 88 (4).

(5) The Minister may, by registered letter or by a demand
served personally, require the production, under oath or other-

wise, by any person, partnership, syndicate, trust or cor-

poration, or by his or its agent or officer, of any letters,

accounts, invoices, statements, financial or otherwise, books

or other documents in the possession or in the control of such

person, partnership, syndicate, trust or corporation or of his

or its agent or officer, for the purpose of determining what
tax, if any, is payable under this Act by any corporation and
production thereof shall be made within such reasonable time

as is stipulated in such registered letter or demand. R.S.O.

1970, c. 91, s. 88(5).

(6) The Minister may, for any purpose related to the ad-

ministration or enforcement of this Act, authorize any person,

whether or not he is an officer of the Ministry of Revenue, to

make such inquiry as he deems necessary with reference to

anything relating to the administration or enforcement of this

Act. R.S.O. 1970, c. 91, s. 88 (6).

(7) Where a book, record or other document has been seized,

examined or produced under this section, the person by whom
it is seized or examined or to whom it is produced or any
officer of the Ministry of Revnue may make, or cause to be

made, one or more copies thereof and a document purporting to

be certified by the Minister or a person thereunto authorized

by the Minister to be a copy made pursuant to this section is

admissible in evidence and has the same probative force as

the original document would have had if it had been proven

in the ordinary way. R.S.O. 1970, c. 91. s. 88 (7).

Compliance
^gj ^^ person shall hinder or molest or interfere with any

person doing anything that he is authorized by this section

to do or prevent or attempt to prevent any person doing any
such thing and, notwithstanding any other law to the contrary,

every person shall, unless he is unable to do so, do everything

he is required by this section to do. R.S.O. 1970, c. 91 , s. 88 (8).

uon^o"^^^"^* (9) Declarations or affidavits in connection with returns
oaths delivered under this Act or statements of information sub-

Coples
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mitted pursuant to this section may be taken before any person
having authority to administer an oath, or before any person
specially authorized for that purpose by the Lieutenant
Governor in Council, but any person so specially authorized
shall not charge any fee therefor. R.S.O. 1970, c. 91, s. 88 (9).

(10) For the purpose of an inquiry authorized under sub-jPo^^^o^

section 6, the person authorized to make' the inquiry has all

the powers of a commission under Part II of The Public i97i.c.49

Inquiries Act, 1971, which Part applies to the inquiry as if

it were an inquiry under that Act. R.S.O. 1970, c. 91,

s.88 (10).

162.— (1) Every corporation that is required by this Act
fg^oMs*"**

to pay taxes shall keep records and books of account, including

an annual inventory kept in the same manner as is required

for purposes of the Income Tax Act (Canada) and the regulations
c^63(Can

)

made thereunder at its permanent establishment in Ontario or

at such other place as is designated by the Minister, in such

form and containing such information as will enable the taxes

payable under this Act to be determined. R.S.O. 1970

c. 91, s. 89 (1).

(2) Where a corporation has failed to keep adequate Wem

records and books of account for the purpose of this Act, the

Minister may require the corporation to keep such records and
books of account as he specifies and the corporation shall there-

after keep records and books of account as so required. R.S.O.

1970, c. 91, s. 89 (2).

(3) Every corporation required by this section to keep^**®™

records and books of account shall, until written permission

for their disposal is obtained from the Minister, retain every

such record or book of account and every account or voucher

necessary to verify the information in any such records or

books of account. R.S.O. 1970, c. 91, s. 89 (3).

163.—(1) Every corporation that has failed to deliver d^osenceB

return as and when required by this Act or the regulations is

guilty of an offence and, in addition to any penalty otherwise

provided, on summary conviction is liable to a fine of not less

than $25 for each day of default. R.S.O. 1970, c. 91, s. 90 (1).

(2) Every person who has failed to comply with or contra- wem

vened section 161 or 162 is guilty of an offence and, in addition

to any penalty otherwise provided, on summary conviction is

liable to a fine of $25 for each day during which the default

continues. R.S.O. 1970, c. 91, s. 90 (2).

164. Where a corporation is guilty of an offence under thisO^^'^®^-

Act, any officer, director or agent of the corporation who corporations
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directed, authorized, assented to, acquiesced in, or participated

in, the commission of the offence is a party to and guilty of

the offence and on summary conviction is liable to the punish-

ment provided for the offence whether or not the corporation

has been prosecuted or convicted. R.S.O. 1970, c. 91, s. 91.

Time for 165. An information in respect of an offence against this

Information Act shall be laid within six years of the time when the matter

of the information arose. R.S.O. 1970, c. 91, s. 92.

communica- jQQ^— ( 1 ) No person employed in the service of Her Majesty
information shall Communicate or allow to be communicated to any person

not legally entitled thereto any information obtained under this

Act or allow any such person to inspect or have access to any
written statement furnished under this Act. R.S.O. 1970,

c. 91, s. 93 (1).

Offence
and
penalty

Exception

(2) Every person who contravenes any provision of this

section is guilty of an offence and on summary conviction is

liable to a fine of not more than $200. R.S.O. 1970, c. 91,

s. 93 (2).

(3) Notwithstanding subsection 1, the Minister may, for the

purpose of aiding in an investigation for taxation purposes

under this or any other Act, enter into an agreement with the

government of Canada or of any province under which officers

of such government will be allowed access to information

obtained or. any written statement furnished under this Act

and officers of the Government of Ontario will be allowed

access to information obtained or any written statement

furnished under any Act of such government. R.S.O. 1970,

c. 91, s. 93 (3).

Collection

Priority
of tax

R.S.C. 1970,
c.B-4

Tax and
penalty

'

to be
Hen on
property

167.—(1) All taxes, interest, penalties, costs and other

amounts imposed under this Act are debts due to Her
Majesty and, subject to the Bankruptcy Act (Canada), are a

first lien and charge upon the proprty in Ontario of the

corporation liable to pay such taxes, interest, penalties, costs

and other amounts. R.S.O. 1970, c. 91, s. 94 (1).

(2) All taxes, interest, penalties, costs and other amounts
imposed under this Act by a corporation that owns, operates

or uses a railway are a special lien on any property, real or

personal, in which the corporation has any interest , legal or equi-

table (other than as lessee or under any agreement for running

rights or operating rights) in priority to every claim,

privilege, lien or encumbrance, whenever created, of every

person, and the lien and its priority are not lost or impaired by
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any neglect, omission or error of any minister, officer, servant

or agent of the Crown, or by want of registration. R.S.O.

1970,c. 91,8.94(2).

168.—( 1 ) When the Minister has knowledge or suspects that Garnishment

a person is or is about to become indebted or liable to make any
payment to a corporation liable to make a payment under this

Act, he may, by registered letter or by a letter served

personally, require him to pay the moneys otherwise payable
to that corporation in whole or in part to the Treasurer of

Ontario on account of the liability under this Act. R.S.O.

1970.C. 91.S. 95(1).

(2) The receipt of the Treasurer of Ontario for moneys paid^^^®™

as required under this section is a good and sufficient

discharge of the original liability to the extent of the payment.
R.S.O. 1970, c. 91, s. 95(2).

(3) Every person who has discharged any hability to amiability

corporation liable to make a payment under this Act without
complying with a requirement under this section is liable to

pay to Her Majesty in right of Ontario an amount equal to the

liability discharged or the amount that he was required under
this section to pay to the Treasurer of Ontario, whichever is

the lesser. R.S.O. 1970, c. 91. s. 95 (3).

(4) Where a person who is or is about to become indebted service of
\ .

' . , ,
^

• , • , , 1
garnishee

or liable to make a payment to a corporation liable to make a

payment under this Act carries on business under a name or

style other than his own name, the registered or other letter

under subsection 1 may be addressed to the name or style under
which he carries on business and, in the case of personal service,

shall be deemed to have been validly served if it has been left

with an adult person employed at the place of business of the

addressee. R.S.O. 1970, c. 91, s. 95 (4).

(5) Where the persons who are or are about to become ^^^"^

indebted or liable to make a payment to a corporation liable to

make a payment under this Act carry on business in partnership,

the registered or other letter under subsection 1 may be
addressed to the partnership name and, in the case of personal

service, shall be deemed to have been validly served if it has

been served on one of the partners or left with an adult person

employed at the place of business of the partnership. R.S.O.

1970,c. 91.S. 95(5).

169.—(1) Upon default of payment by a corporation of any
Jf®^°J[®'"y

tax, interest or penalty or any of them imposed upon a interest

corporation by this Act

,

penalties
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{a) the Minister may bring an action for the recovery

thereof in any court in which a debt or money
demand of a similar amount may be collected, and
every such action shall be brought and executed in

and by the name of the Minister or his name of office

and may be continued by his successor in office

as if no change had occurred, and shall be tried

without a jury;

(b) the Minister may issue a warrant, directed to the

sheriff of any county or district in which any
property of the corporation is located or situate,

for the amount of the tax, interest and penalty

or any of them owing by the corporation, together

with interest thereon from the date of the issue

of the warrant and the costs, expenses and poundage
of the sheriff, and such warrant has the same force

and effect as a writ of execution issued out of the

Supreme Court. R.S.O. 1970, c. 91, s. 96 (1).

of'Mfnister ^^) ^^^ *^^ purpose of any proceeding taken under this

to beproved Act, the facts necessary to establish compliance on the part

of the Minister with this Part as well as the failure of any
person, partnership, syndicate, trust or corporation to comply
with the requirements of this Part shall, unless evidence to

the contrary satisfactory to the court is adduced, be sufficiently

proven in any court of law by affidavit of the Minister or of any
officer of the Ministry of Revenue. R.S.O. 1970, c. 91, s. 96 (2).

for"recovery 170. The use of any of the remedies provided by sections 1 68
of tax and and 169 does not bar or affect any of the other remedies therein
D6I1£L1lV

provided, and the remedies provided by this Act for the recovery

or enforcement of the payment of any tax , interest and penalty

or any of them imposed by this Act are in addition to any other

remedies existing by law, and no action or other proceeding

taken in any way prejudices, limits or affects any lien, charge

or priority existing under this Act or otherwise. R.S.O. 1970,

c. 91,s. 97.

Sven®^°^* 171.—(1) Where a corporation has failed to pay taxes,

8^!f of^"^
°^ interest and f)enalties or any of them imposed by this Act for a

company's period of more than three years from the date of mailing
capita assets * -/ o

of the notice of assessment provided by subsection 2 of section

150, no person shall sell any capital assets of the corporation

unless he has given written notice by registered letter to the

Minister not less than ten days before the date of the sale.

R.S.O. 1970,c. 91,s. 98(1).

Penalty
^2) Every person who contravenes the provisions of sub-

section 1 is liable to a penalty of not less than an amount
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equal to the amount of such taxes, interest and penalties in

default and such penalty is recoverable by action in any court

in which a debt or money demand of a similar amount may be

collected. R.S.O. 1970, c. 91, s. 98 (2).

172. If any doubt or dispute arises as to the liability of a^°^jgj

corporation to pay a tax or any portion of a tax demanded ?.*^ffi|^f^
^^ *'°

under the authority of this Act, or if owing to special cir- for taxes

cumstances it is deemed inequitable to demand payment of

the whole amount imposed by this Act, the Minister may
accept such amount as he deems proper. R.S.O. 1970, c. 91,

s. 99.

173. Every person who, and every corporation that, contra- ^naiT^
venes or fails to comply with any of the provisions of this Act
or the regulations for which no other fine is provided is guilty

of an offence and on summary conviction is liable to a fine of

not less than $50 and not more than $500. R.S.O. 1970, c. 91,

s. 100.

174. The fines imposed for offences under this Act are Fi°|s^jg
^^

payable to the Treasurer of Ontario. R.S.O. 1970, c. 91, Treasurer

s. 101.

175.— (1) The Lieutenant Governor in Council may make'^®8^'^^*"°°^

regulations,

(a) authorizing or requiring the Deputy Minister of

Revenue or any officer of the Ministry of Revenue to

exercise any power or perform any duty conferred or

imposed upon the Minister by this Act

;

(6) providing for the issuance of certificates as to the

amount of taxes, interest and penalties or any of

them owing by any corporation under this Act and
prescribing the fee payable therefor

;

(c) prescribing anything that by this Act is to be pre-

scribed or is to be determined or regulated by the

regulations

;

(d) prescribing amendments to the provisions of Part II

that relate to the computation of income and taxable

income, such amendments to remain effective only if

enacted by the Legislature at the first regular session

after such amendments have been prescribed

;

{e) respecting any matter necessary or advisable to carry

out effectively the intent and purpose of this Act

;
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Idem

(/) prescribing rates of interest for the purposes of

Part V. R.S.O. 1970. c. 91. s. 102 (1).

(2) A regulation is. if it so provides, effective with reference

to a period before it was filed. R.S.O. 1970, c. 91. s. 102 (2).

PART VII

TRANSITIONAL PROVISIONS

Application
rmes

Idem

176.—(1) For the purposes of this Act. the Income Tax
Application Rules, 1971 (Canada) shall where apphcable be

deemed to apply mutatis mutandis to fiscal years ended in 1972

and subsequent fiscal years.

(2) In this Act where reference is made to The Corporations

Tax Application Rules, 1972, such reference shall mean the

provisions made applicable by subsection 1.

(3) In this Act where reference is made to The CorporationsEffect of
R.S.O. 1970.
C.91 Tax Act such reference shall mean the provisions of The

Corporations Tax Act, R.S.O. 1970. c. 91. as amended.

PART VIII

MISCELLANEOUS

o/':S^s 0^1970 ^TJ-—(1) The Corporations Tax Act, being chapter 91 of

^^^ ^ . 1 the Revised Statutes of Ontario, 1970. applies to corporations
amended and • r r r
this Act in respect of all fiscal years ending before or during the year

1971 and this Act applies thereafter, provided that the pro-

visions of this Act relating to the collection of taxes apply to

the collection of taxes under The Corporations Tax Act.

R.S.O. 1970,
CO. 91 as
amended,
repealed

(2) Subject to subsection 1, The Corporations Tax Act, The
Corporations Tax Amendment Act, 1971 , The Corporations Tax
Amendment Act, 1971 {No. 2) and The Corporations Tax
Amendment Act, 1971 {No. 3) are repealed.

Sient"^"'^* 178. This Act comes into force on the day it receives

Royal Assent.

Short title 170. This Act may be cited as The Corporations Tax Act,

1972.
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Explanatory Notes

General: This Bill replaces the provisions of The Corporations Tax Act,

R.S.O. 1970. The Act will continue to impose a tax on a corporation at a

rate of 12 per cent of its total taxable income and will permit a deduction

from tax of a specified portion thereof if the corf>oration has a permanent
establishment outside Ontario. In addition, where a corporation non-

resident in Canada disposes of taxable Canadian prof>erty, the taxable

capital gain arising therefrom will form part of its taxable income.

Taxable income which includes for the first time taxable capital gains

is calculated, with the exception of the provisions relating to mining and gas

and oil corporations, amounts paid to a corporation under the Employment
Support Act (Canada) and capital cost allowances related to recent acquisi-

tions of machinery and equipment in the same manner as under the Income
Tax Act (Canada) for 1972. These provisions are incorporated in Parts I

and II of the Act.

The new Act will continue to impose a tax measured with respect

to paid-up capital at one-tenth of 1 per cent and special capital taxes

on banks, railways, telegraph companies, express companies, sleeping, dining

and parlour cars companies at the rates applied under the former Act.

The new Act also continues to tax insurance corporations at 2 per cent

calculated on all gross premium income plus a tax of one-half of 1 per cent

on gross premium income with respect to certain property. The latter

tax replaces the levy formerly imposed on fire insurance premiums under

The Fire Marshals Act. These provisions are found in Parts III and IV of

the Act.

The Regulations to be made under the Act pertaining to mining and

gas and oil corporations will provide for the continuation of the deduction of

exploration and development expenses incurred up to the end of 1971 in the

same manner as under the old Income Tax Act (Canada) as reflected in the

transitional provisions of the new Income Tax Act (Canada). Such expendi-

tures incurred after 1971, with the exception of foreign exploration and

development expenses, will be deductible in the same way as under the

new Income Tax Ad (Canada). These Regulations will also provide for the

continuation of the allowance (commonly referred to as depletion) in respect

of an oil or gas well, mine or timber limit. These deductions and allowances

are the same as the Federal authorities have indicated will be allowable to

the end of 1976.

The administrative sections are contained in Parts V and VI and are the

same as they existed under The Corporations Tax Act, R.S.O. 1970 except

for the new provisions allowing interest on deposits made to obtain lien

clearances if, when the return is filed, there is an overpayment of tax.

215



BILL 215 1972

The Corporations Tax Act, 1972

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

PART I

INTERPRETATION

1.—(1) In this Act, Interpre-
^ '

' tation

1. "adjusted cost base" has the meaning given to that

expression by section 56

;

2. "allowable capital loss" has the meaning given to

that expression by section 40;

3. "amount" means money, rights or things expressed

in terms of the amount of money or the value in

terms of money of the right or thing, except that the

"amount" of any stock dividend paid by a corpora-

tion is the amount of the increase in the paid-up

capital of the corporation by virtue of the payment
of the dividend;

4. "annuity" includes an amount payable on a periodic

basis whether payable at intervals longer or shorter

than a year and whether payable under a contract,

will or trust or otherwise;

5. "assessment" includes a reassessment;

6. "bank" means a corporation or joint stock company
wherever incorporated for the purpose of doing a

banking business or the business of a savings bank
that transacts such business in Ontario, whether the

head office is situate in Ontario or elsewhere

;

7. "business" includes a profession, calling, trade, manu-
facture or undertaking of any kind whatsoever and
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includes an adventure or concern in the nature of

trade but does not include an office or employment

;

8. "Canadian-controlled private corporation" has the

meaning given to that expression by subsection 6 of

c^Jcan

)

section 125 of the Income Tax Act (Canada)

;

9. "Canadian corporation" has the meaning given to

that expression by subsection 1 of section 83

;

10. "capital dividend" has the meaning given to that

expression by subsection 2 of section 77

;

11. "capital gain" for a fiscal year from the disposition

of any property has the meaning given to that

expression by section 41

;

12. "capital interest" of a corporation in a trust has the

meaning given to that expression by clause b of sub-

section 1 of section 97

;

13. "capital loss" for a fiscal year from the disposition

of any property has the meaning given to that expres-

sion by section 41

;

14. "capital property" has the meaning given to that

expression by section 56;

15. "common share" is a share the holder of which is

not precluded upon the reduction or redemption of

the capital stock from participating in the assets of

the corporation beyond the amount paid up thereon

plus a fixed premium and a defined rate of dividend

;

16. "corporation" means any corporation however or

wherever incorporated and where any corporation

or the whole or any part of the property thereof is

placed in the hands or under the control of an agent,

assignee, trustee, liquidator, receiver or other official,

includes such agent, assignee, trustee, liquidator,

receiver or other official, but does not include a cor-

poration incorporated without share capital;

17. "cost amount" to a person of any property at any
time means, except as expressly otherwise provided

in this Act,

i. where the prop>erty was depreciable property

of the corporation of a prescribed class, that
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proportion of the undepreciated capital cost

to it of property of that class at that time

that the capital cost to it of the property is of

the capital cost to it of all property of that

class,

ii. where the property was capital property,

other than depreciable property, of the cor-

poration, its adjusted cost base to it at that

time,

iii. where the property was property described in

an inventory of the corporation, its value at

that time as determined for the purpose of

computing its income,

iv. where the property was eligible capital prop-

erty of the corporation in respect of a business,

the cumulative eligible capital of the corpora-

tion in respect of the business at that time,

V. where the property was a debt owing to the

corporation, other than a debt the amount of

which was deducted under clause r of subsec-

tion 1 of section 24 in computing the corpora-

tion's income for a fiscal year ending before

that time, or any other right of the corpora-

tion to receive an amount, the amount of the

debt or other right that was outstanding at

that time, and

vi. in any other case, the cost to the corporation

of the property as determined for the purpose

of computing its income, except to the extent

that such cost has been deducted in computing
its income from any fiscal year ending before

that time;

18. "cumulative eligible capital" has the meaning given

to that expression by subsection 4 of section 18;

19. "deferred profit sharing plan" has the meaning given

to that expression by subsection 1 of section 120;

20. "depreciable prop)erty" has the meaning given to that

expression by subsection 17 of section 17;

21. "designated surplus" has the meaning given to that

expression by Part VII of the Income Tax
-^^^^c^^'cfan)

(Canada)

;

\9
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22. "dividend" includes a stock dividend, other than a
stock dividend that was paid before 1972;

23. "ehgible capital expenditure" has the meaning given

to that expression by subsection 4 of section 18;

24. "eligible capital prop)erty" has the meaning given to

that expression by section 56;

25. "employed" means performing the duties of an office

or employment

;

26. "employee" includes officer;

27. "employees profit sharing plan" has the meaning
given to that expression by subsection 1 of section

118;

28. "employer", in relation to an officer, means the per-

son from whom the officer receives his remuneration

;

29. "employment" means the position of an individual

in the service of some other person, including Her
Majesty or a foreign state or sovereign, and "servant"

or "employee" means a person holding such a posi-

tion
;

30. "exempt income" means money or property received

or acquired by a corporation in such circumstances

that it is, by reason of any provision in Part II, not

included in computing its income, but for greater

certainty does not include a dividend on a share

;

31. "farming" includes tillage of the soil, live stock rais-

ing or exhibiting, maintaining of horses for racing,

raising of poultry, fur farming, dairy farming, fruit

growing and the keeping of bees, but does not include

an office or employment under a person engaged in

the business of farming;

32. "fiscal year" means the period for which the accounts
of the business of a corporation are ordinarily made
up and accepted for purposes of assessment under
this Act and, in the absence of an established prac-

tice, the fiscal year is that adopted by a corporation,

but no fiscal year may exceed fifty-three weeks and
any change in a usual and accepted fiscal year shall

be made for the purposes of this Act only with the

concurrence of or in accordance with the direction

of the Minister;
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33. "fishing" includes fishing for or catching shell fish,

crustaceans and marine animals but does not include

an office or employment under a person engaged in

the business of fishing;

34. "gross revenue" means the aggregate of all amounts
received in a fiscal year or receivable in the fiscal

year, depending on the method regularly followed

by the corporation in computing its profit, other-

wise than as or on account of capital

;

35. "income bond" or "income debenture" means re-

spectively a bond or debenture in respect of which
interest or dividends are payable only when the

debtor corporation has made a profit before taking

into account the interest or dividend obligation on
such bond or debenture

;

36. "income interest" of a corporation in a trust has the

meaning given to that expression by subsection 1 of

section 97

;

37. "insurance corporation" or "insurer" means a cor-

poration with or without share capital that carries

on an insurance business

;

38. "inter vivos trust" has the meaning given to that

expression by subsection 1 of section 97

;

39. "inventory" means a description of property the cost

or value of which is relevant in computing the

income of a corporation from a business for a fiscal

year;

40. "jurisdiction" means a province or territory of Can-

ada or a state outside Canada having sovereign

power;

41. "life insurance business" includes,

i. an annuities business, and

ii. the business of issuing contracts all or any
part of the issuer's reserves for which vary in

amount depending ui)on the fair market value

of a specified group of assets,

carried on by a life insurance corporation or life

insurer

;
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42. "life insurance corporation" or "life insurer" means
a corporation that carries on a life insurance business

that is not a business described in subparagraph i

or ii of paragraph 41 whether or not it also carries on
a business described in either of those subparagraphs

;

43. "listed personal property" has the meaning given

to that expression by section 56;

44. "minerals" do not include petroleum, natural gas or

related hydrocarbons, except coal or bituminous

sands

;

45. "mineral resource" means,

i. a base or precious metal deposit,

ii. a coal deposit,

iii. a bituminous sands deposit, or

iv. a mineral deposit in respect of which,

(A) the Minister has certified that the prin-

cipal mineral extracted is an industrial

mineral contained in a non-bedded
deposit,

(B) the principal mineral extracted is syl-

vite,

(C) the principal mineral extracted is halite

that is extracted by underground min-

ing and not by operating a brine well,

(D) the principal mineral extracted is silica

that is extracted from sandstone or

quartzite, or

(E) the principal mineral extracted is g)^
sum;

46. "Minister" means the Minister of Revenue;

47. "net capital loss" has the meaning given to that

expression by subsection 7 of section 99

;

48. "non-capital loss" has the meaning given to that

expression by subsection 7 of section 99

;
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49. "non-resident" means not resident in Canada;

50. "non-resident-owned investment corporation" has

the meaning given to that expression by subsection 5

of section 110;

51. "paid-up capital deficiency" has the meaning given

to that expression by clause d of subsection 1 of sec- -

tion83;

52. "permanent establishment" has the meaning given

to that expression by section 7;

53. "personal-use property" has the meaning given to

that expression by section 56;

54. "preferred share" means a share other than a com-
mon share

;

55. "prescribed" in the case of a form or the information

to be given on a form, means prescribed by order of

the Minister, and in any other case, means prescribed

by regulation;

56. "principal amount" in relation to any obligation

means the amount that, under the terms of the

obligation or any agreement relating thereto, is the |M|

maximum amount or maximum aggregate amount,
as the case may be, payable on account of the obliga-

tion by the issuer thereof, otherwise than as or on
account of interest or as or on account of any pre-

mium payable by the issuer conditional upon the

exercise by the issuer of a right to redeem the obliga-

tion before the maturity thereof

;

57. "private corporation" has the meaning given to that

expression by subsection 1 of section 83

;

58. "property" means property of any kind whatsoever
whether real or personal or corporeal or incorporeal

and, without restricting the generality of the fore-

going, includes a right of any kind whatever, a share

or a chose in action and, unless a contrary intention

is evident, money;

59. "public corporation" has the meaning given to that

expression by subsection 1 of section 83

;

60. "railway" includes a railway and part of a railway

operated in whole or in part by steam, electricity or

•^
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other motive power, constructed and operated on
highways or on land owned by the corporation that

owns or operates it, or partly on highways and partly

on such land, but does not include a street railway

constructed or operated in whole or in part upon or

along a highway under or by virtue of an agreement
with or a by-law of a city or town

;

61. "registered Canadian amateur athletic association"

has the meaning given to that expression by subsec-

tion 4 of section 98

;

62. "registered Canadian charitable organization" has

the meaning given to that expression by subsection 4

of section 98

;

63. "registered pension fund or plan" means an em-
ployees' superannuation or pension fund or plan

accepted for registration by the Minister of National

c^ra^(Can

)

Revenue for purposes of the Income Tax A ct (Canada)

in respect of its constitution and operations for the

fiscal year under consideration

;

64. "registered supplementary unemployment benefit

plan" has the meaning given to that expression by
subsection 1 of section 119;

65. "regulations" means regulations made under this

Act;

66. "resident in Canada" means resident in Canada for

purposes of the Income Tax Act (Canada)

;

67. "restricted farm loss" has the meaning given to that

expression by subsection 1 of section 33

;

68. "share" means a share of capital stock of a corpora-

tion;

69. "shareholder" includes a member or other person

entitled to receive payment of a dividend

;

70. "subsidiary controlled corporation" means a cor-

poration more than 50 per cent of the issued share

capital of which, having full voting rights under all

circumstances, belongs to the corporation to which it

is subsidiary;

71. "subsidiary wholly-owned corporation" means a

corporation all the issued share capital of which,

except directors' qualifying shares, belong to the cor-

poration to which it is subsidiary

;
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72. "superannuation or pension benefit" includes any
amount received out of or under a superannuation

or pension fund or plan and without restricting the

generality of the foregoing, includes any payment
made to a beneficiary under the fund or plan or to an
employer or former employer of the beneficiary there-

under,

i. in accordance with the terms of the fund or

plan,

ii. resulting from an amendment to or modifica-

tion of the fund or plan, or

iii, resulting from the termination of the fund

or plan

;

73. "supplementary unemployment benefit plan" has

the meaning given to that expression by subsection 1

of section 119;

74. "tax payable" by a corporation under any Part of

the Act means the tax payable by the corporation

as fixed by assessment or reassessment subject to

variation on objection or appeal, if any, in accordance

with sections 154 to 160, as the case may be;

75. "taxable Canadian corporation" has the meaning
given to that expression by subsection 1 of section 83

;

76. "taxable Canadian property" has the meaning given

to that expression by subsection 1 of section 115 of

the Income Tax Act (Canada) except that, for the^^^Ji,

purposes only of section 2, the expression "taxable

Canadian property" includes a Canadian resource

property, within the meaning given to that expression

by subsection 12 of section 63, any property that

would have been a Canadian resource property within

the meaning given to that expression by subsection

12 of section 63, if it had been acquired after 1971,

and an income interest in a trust resident in Canada

;

77. "taxable capital gain" has the meaning given to that

expression by section 40
;

78. "taxable dividend" has the meaning given to that

expression by subsection 1 of section 83

;

79. "taxable income" has the meaning given to that

expression by section 9;

c. 63 (Can.)
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80. "taxable income earned in Canada" has the meaning
given to that expression by section 10

;

81. "taxable net gain" from dispositions of listed per-

sonal property has the meaning given to that expres-

sion by section 43;

82. "taxation year" means that fiscal year in relation to

which the amount of a tax under this Act is being

calculated when the expression is used to distinguish

it from another fiscal year;

83. "tax-paid undistributed surplus on hand" has the

meaning given to that expression by subsection 1 of

section 83;

'84. "trust" has the meaning given to that expression by
subsection 1 of section 248 of the Income Tax Act

(Canada)

;

''^PH

85. "unit trust" has the meaning given to that expression

by subsection 2 of section 97;

86. "1971 capital surplus on hand" has the meaning
given to that expression by subsection 1 or 2 of

section 83;

87. "1971 undistributed income on hand" has the mean-
ing given to that expression by subsection 4 or 5

of section 196 of the Income Tax Act (Canada).

(2) For the purposes of this Act, a reference to a taxation

year ending in another year includes a reference to a taxation

year ending coincidentally with that other year.

(3) For the purposes of this Act,

(a) related persons shall be deemed not to deal with each

other at arm's length; and

(6) it is a question of fact whether persons not related

to each other were at a particular time dealing with

each other at arm's length.

defined
°^^^ ("^^ ^^^ *^^ purpose of this Act "related persons", or persons

related to each other, are,

(a) individuals connected by blood relationship, marriage

or adoption;

(b) a corporation and,

(i) a person who controls the corporation, if it is

controlled by one person,
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(ii) a person who is a member of a related group
that controls the corporation, or

(iii) any person related to a person described in

subclause i or ii;

(c) any two corporations,

(i) if they are controlled by the same person or

group of persons,

(ii) if each of the corporations is controlled by one
person and the person who controls one of the

corporations is related to the person who con-

trols the other corporation,

(iii) if one of the corporations is controlled by one
person and that person is related to any mem-
ber of a related group that controls the other

corporation,

(iv) if one of the corporations is controlled by one
person and that person is related to each mem-
ber of an unrelated group that controls the

other corporation,

(v) if any member of a related group that con-

trols one of the corporations is related to each ^
member of an unrelated group that controls ^^

the other corporation, or

(vi) if each member of an unrelated group that

controls one of the corporations is related to

at least one member of an unrelated group
that controls the other corporation.

(5) Where two corporations are related to the same cor- f'o^rationa

poration within the meaning of subsection 4, they shall, for each other

the purf)oses of subsections 3 and 4, be deemed to be related

to each other.

(6) In this Act, oroups

(a) "related group" means a group of persons each mem-
ber of which is related to every other member of the

group; and

(6) "unrelated group" means a group of persons that is

not a related group.
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Control by (7) For the purposes of subsection 4,

grroups,
op ons. e c.

^^^ where a related group is in a position to control a

corporation, it shall be deemed to be a related group
that controls the corporation whether or not it is part

of a larger group by whom the corporation is in

fact controlled;

(6) a person who had a right under a contract, in equity

or otherwise, either immediately or in the future and
either absolutely or contingently, to, or to acquire,

shares in a corporation, or to control the voting

rights of shares in a corporation, shall, except where
the contract provided that the right is not exercisable

until the death of an individual designated therein,

be deemed to have had the same position in relation

to the control of the corporation as if he owned the

shares; and

(c) where a person owns shares in two or more cor-

porations, he shall as shareholder of one of the

corporations be deemed to be related to himself as

shareholder of each of the other corporations.

TeiateTby (^) ^°'" *^^ purposes of this Act,
blood
relationship,
etc. (a) persons are connected by blood relationship if one is

the child or other descendant of the other or one is the

brother or sister of the other

;

{b) persons are connected by marriage if one is married

to the other or to a person who is so connected by
blood relationship to the other; and

(c) persons are connected by adoption if one has been

adopted, either legally or in fact, as a child of the

other or as the child of a person who is so connected

by blood relationship, otherwise than as a brother

or sister, to the other. R.S.O. 1970, c. 91, s. 1,

amended.

LIABILITY FOR TAXES

Taxes 2.—(1) Every corporation that is incorporated under the

laws of Canada or a province thereof and that has a per-

manent establishment in Ontario shall for every fiscal year

of the corporation pay to Her Majesty for the uses of Ontario

the taxes imposed by this Act at the time and in the manner
provided in this Act. R.S.O. 1970, c. 91, s. 4 (1), amended.
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(2) Every corporation that is incorporated under the laws^eni

of a jurisdiction outside Canada, which jurisdiction has not

entered into a Tax Convention or Treaty with Canada for the

fiscal year, and that at any time in the fiscal year or a previous

fiscal year,

(a) had a permanent establishment in Ontario within

the meaning of section 7 ; or

(6) owned real property in Ontario the income from which

arose from the sale or rental thereof ; or

W^T" {c) disposed of taxable Canadian property within the

meaning given to that expression by paragraph 77 of

subsection 1 of section 1 that was property situated

in Ontario as prescribed by regulation, ""VC
shall for every fiscal year of the corporation pay to Her
Majesty for the uses of Ontario the taxes imposed by this

Act at the time and in the manner provided in this Act.

(3) Every corporation that is incorporated under the laws^**®™

of a jurisdiction outside Canada, which jurisdiction has

entered into a Tax Convention or Treaty with Canada for the

fiscal year, and that, at any time in the fiscal year or a

previous fiscal year,

(a) had a permanent establishment in Ontario within the

meaning of section 7 ; or

P^F" (b) owned real property in Ontario the income from which
arose from the sale or rental thereof and the corpora-

tion has elected to file a return of income under
Part I of the Income Tax Act (Canada) pursuant toisTo-Ji.

section 216 of that Act; or

(c) disposed of taxable Canadian property within the

meaning given to that expression by paragraph 77

of subsection 1 of section 1 that was property situated

in Ontario as prescribed by regulation, ""^Pl

shall for every fiscal year of the corporation pay to Her
Majesty for the uses of Ontario the taxes imposed by this

Act at the time and in the manner provided in this Act.

R.S.O. 1970, c. 91, s. 4 (1), amended.

(4) For the purposes of the election referred to in clause b i**®'"

of subsection 3, the reference in that subsection to "at any
time in the fiscal year or a previous fiscal year," shall be read

without reference to "or a previous fiscal year". ""^8

3. For the purposes of subsection 2 or 3 of section 2, aJ^tfoS'^®'

corp>oration "owned real property" if it had a legal, equitable

or beneficial interest in the real property. R.S.O. 1970, c. 91,

s. 3 (10), amended.
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Calendar
year

Incomplete
fiscal
year

How tax
to be
determined

Idem

Permanent
establish-
ment

Idem

Idem

Idem

4. For the purposes of this Act, where a fiscal year is

referred to by a reference to a calendar year, the reference is

to the fiscal year or years coinciding with, or ending in, that

year. R.S.O. 1970, c. 91, s. 4(2).

5. Where a corporation ceases to be liable for taxes imposed
under this Act during a fiscal year or the existence of a

corporation is terminated during a fiscal year, it shall, in

respect of such incomplete fiscal year, pay the taxes imposed
by this Act in the same manner as though such fiscal year

ended on the date on which it ceased to be liable for taxes or

upon which its existence was terminated, as the case may be.

R.S.O. 1970, c. 91, s. 4 (3), amended.

6.—(1) Unless otherwise provided in this Act, any tax

imposed by this Act shall be determined on the amount of the

paid-up capital stock, mileage or other subject in respect of

which the amount of the tax is to be ascertained as such paid-up

capital stock, mileage or other subject stood at the close of

the fiscal year of the corporation for which the tax is imposed.

(2) Any tax imposed by this Act that is to be calculated in

respect of,

(a) the taxable income of a corporation ; or

[b) the gross premiums that become payable to insurance

corporations,

shall be calculated with reference to the taxable income earned

or the gross premiums that become payable, as the case may
be, during the fiscal year of the corporation for which the

respective tax is imposed. R.S.O. 1970, c. 91, s. 72.

7.—(1) In this Act, "permanent establishment" includes

branches, mines, oil wells, farms, timberlands, factories, work-

shops, warehouses, offices, agencies and other fixed places of

business.

(2) Where a corporation carries on business through an

employee or agent who has general authority to contract for

the corporation or who has a stock of merchandise owned by
the corporation from which he regularly fills orders which he

receives, such employee or agent shall be deemed to operate a

p)ermanent establishment of the corporation.

(3) The fact that a corporation has business dealings through

a commission agent, broker or other indep)endent agent shall

not of itself be deemed to mean that the corporation has a

permanent establishment.

(4) The fact that a corporation has a subsidiary controlled

corporation in a place or a subsidiary controlled corporation

engaged in a trade or business in a place shall not of itself be
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deemed to mean that the first-mentioned corporation is

operating a permanent estabhshment in that place.

(5) An insurance corporation is deemed to have a permanent idem

estabhshment in each jurisdiction in which the corporation is

registered or hcensed to do business.

(6) The fact that a corporation maintains an office solely fori<iem

the purchase of merchandise shall not of itself be deemed to

mean that the corporation has a permanent establishment in

that office.

(7) Where a corporation, otherwise having a permanent i<^®"^

establishment in Canada, owns land in a province, such land

is a permanent establishment.

(8) The fact that a non-resident corporation in a fiscal yeari'^em

produced, grew, mined, created, manufactured, fabricated,

improved, packed, preserved or constructed in whole or in part

anything in Canada whether or not the corporation exported
I

that thing without selling it prior to exportation, shall of I

itself, for the purposes of this Act, be deemed to mean that I

the corporation maintained a permanent establishment at any 1

place where the corporation did any of those things in the ^

fiscal year.

(9) The use of substantial machinery or equipment in awem
particular place at any time in a fiscal year of a corporation

constitutes a permanent establishment of such corporation in »**

that place for the fiscal year. ^
(10) Where a corporation has no fixed place of business, iti<iem

^y'St
has a permanent establishment in the principal place in which
the corporation's business is conducted.

(11) A corporation has a permanent establishment in theidem

place designated in its charter or by-laws as being its head
office. R.S.O. 1970, c. 91, s. 3, amended.

PART II

Division A

—

liability for income tax

8.—(1) Except as otherwise provided in this Part, every ["come

corporation liable to the taxes imposed under this Act by
virtue of subsection 1 of section 2, shall, for every fiscal year

of the corporation pay an income tax as hereinafter required

upon its taxable income.

(2) Except as otherwise provided in this Part, every cor-^'*®'"

poration liable to the taxes imposed under this Act by virtue

of subsection 2 or 3 of section 2, shall, for every fiscal year of the

corp)oration pay an income tax as hereinafter required upon its

taxable income earned in Canada. R.S.O. 1970, c. 91, s. 4 (1),

amended.
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Mem 9. The taxable income of a corporation for a fiscal year is its

income for the fiscal year minus the deductions permitted by
Division C. R.S.O. 1970, c. 91, s. 14, amended.

M*"" 10. The taxable income earned in Canada of a corporation

for a fiscal year is its taxable income earned in Canada
determined under Division D. New.

Exemptiona \\^ Except as provided in subsection 3 or 4 of section 122

no tax is payable under this Part upon the taxable income of a

corporation for a period when that corporation was a corpora-

tion referred to in section 122. New.

Division B—computation of income

Basic Rules

Income for j2. The income of a corporation for a fiscal year for pur-

poses of this Part is its income for the year determined by
the following rules,

(a) determine the aggregate of amounts each of which is

the income of the corporation for the fiscal year,

other than a taxable capital gain from the disposition

of a property, from a source inside or outside Canada,
including, without restricting the generality of the

foregoing, its income for the fiscal year from each

business and property;

(6) determine the amount, if any, by which,

(i) the aggregate of its taxable capital gains for

the fiscal year from dispositions of property

other than listed personal property, and its

taxable net gain for the fiscal year from dis-

positions of listed personal property,

exceeds,

(ii) its allowable capital losses for the fiscal year

from dispositions of property other than listed

personal property;

(c) determine the amount, if any, by which the aggregate

determined under clause a plus the amount determined

under clause b exceeds the aggregate of the deductions

permitted by Subdivision D in computing the income
of the corporation for the fiscal year, except such of or

such part of those deductions, if any, as have been

taken into account in determining the aggregate

referred to in clause a ; and
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(d) determine the amount, if any, by which the remainder
determined under clause c exceeds the aggregate of

amounts each of which is its loss for the fiscal year

from a business or property,

and the remainder, if any, obtained under clause d is the

income of the corporation for the fiscal year for the purposes

of this Part. R.S.O. 1970, c. 91, s. 15, amended.

13.—(1) For the purposes of this Act,
ioss°f?om'^
a source

(a) the income or loss of a corporation for a fiscal year sources in a

from a business, property or other source, or from^^*°®

sources in a particular place, is its income or loss, as

the case may be, computed in accordance with this

Act on the assumption that it had during the fiscal

year no income or loss except from that source or no

income or loss except from those sources, as the case

may be, and was allowed no deductions in computing
its income for the fiscal year except such deductions

as may reasonably be regarded as wholly applicable to

that source or to those sources, as the case may be,

and except such part of any other deductions as may
reasonably be regarded as applicable thereto; and
R.S.O. 1970, c. 91, s. 25 (4), amended.

^^

{b) where the business carried on or the service performed

by a corporation was carried on or performed, as the

case may be, partly in one place and partly in

another place, the income or loss of the corporation 1^.

for the fiscal year from the business carried on or

the service performed by it in a particular place is the

income or loss of the corporation, as the case may be,

computed in accordance with this Act on the assump-
tion that it had during the fiscal year no income or

loss except from the part of the business that was
carried on or the service performed in that particular

place, as the case may be, and was allowed no deduc-

tions in computing its income for the fiscal year

except such deductions as may reasonably be regarded

as wholly applicable to that part of the business or the

services performed, as the case may be, and except

such part of any other deductions as may reasonably

be regarded as applicable thereto. R.S.O. 1970,

c. 91, s. 25 (5), amended.

(2) Subject to subsection 3, in applying subsection 1 for the^<*®"*

purposes of this Part, no deductions permitted by subsection

1 of section 60 are applicable either wholly or in part to a

particular source or to sources in a particular place, as the

case may be. New.
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m
0"''^



18

Deductions
applicable

(3) In applying clause b of subsection 1 for the purposes of

section 101 all deductions allowed in computing the income of

a corporation for a fiscal year for the purposes of this Part

shall be deemed to be applicable either wholly or in part to a

particular source or to sources in a particular place, as the case

may be. New.

Limitation
respecting
Inclusions
and
deductions

(4) Unless a contrary intention is evident, no provision of

this Part shall be read or construed to require the inclusion

or to permit the deduction, in computing the income of a

corporation for a fiscal year or its income or loss for a fiscal

year from a particular source or from sources in a particular

place, of any amount to the extent that that amount has

been included or deducted, as the case may be, in computing
such income or loss under, in accordance with or by virtue

of any other provision of this Part. New.

Subdivision A

—

income or loss

FROM A BUSINESS OR PROPERTY

Basic Rides

Income
from
business or
property

14.—(1) Subject to this Part, the income of a corporation

for a fiscal year from a business or property is its profit there-

from for the fiscal year. R.S.O. 1970, c. 91, s. 16, amended.

business'or (^) Subjcct to section 33, the loss of a corporation for a
property fiscal year from a business or property is the amount of its

loss, if any, for the fiscal year from that source computed by
applying the provisions of this Act respecting computation of

income from that source mutatis mutandis.

loMesnot ^^) ^^ *^^^ ^^^' "iiicome from a property" does not include
included any capital gain from the disposition of that property and

"loss from a property" does not include any capital loss from

the disposition of that property. New.

Valuation
of Inventory
property

1970-71,
c. 63 (Can.)

15.—(1) For the purpose of computing income from a

business, the property described in an inventory shall, except

as provided in subsection 2, be valued at the same amount
and for the same fiscal year, as is accepted for assessment

under the Income Tax Act (Canada) and the regulations made
thereunder. R.S.O. 1970, c. 91, s. 26 (1), amended.

^**®™
(2) Notwithstanding subsection 1, the Minister may deter-

mine the value of the property described in an inventory

for the purposes of assessment under this Act if he is of the

opinion that the values have been incorrectly determined by the

corporation. New.
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(3) Notwithstanding subsections 1 and 2, for the purpose of ^'*®"^

computing income for a fiscal year from a business, the

property described in an inventory at the commencement of the

fiscal year shall be valued at the same amount as the amount
at which it was valued at the end of the immediately preceding

fiscal year for the purpose of computing income for that

preceding fiscal year. R.S.O. 1970, c. 91, s. 26 (2), amended.

(4) Where the property described in the inventory of a^^i^ation

business at the commencement of a fiscal year has, according

to the method adopted by the corporation for computing
income from the business for that fiscal year, not been valued

as required by subsection 1 or 2, the property described

therein at the commencement of that fiscal year shall, if the

Minister so directs, be deemed to have been valued as required

by that subsection. R.S.O. 1970, c. 91, s. 36, amended.

Inclusions

16.—(1) There shall be included in computing the income
j^™.°'^°^J^g*°

of a corporation for a fiscal year as income from a business as income
-'. i-,i from business

or property such of the followmg amounts as are applicable, or property

(a) any amount received by the corporation in the year
g^^^^^o^^'e

in the course of a business, rendered

(i) that is on account of services not rendered

or goods not delivered before the end of the

year or that, for any other reason, may be

regarded as not having been earned in the

year or a previous year, or

(ii) under an arrangement or understanding that

it is repayable in whole or in part on the

return or resale to the corporation of articles in

or by means of which goods were delivered

to a customer; R.S.O. 1970, c. 91, s. 61 (1) {a).

(b) any amount receivable by the corporation in resp)ect Amounts

of property sold or services rendered in the course of a in respect

business in the year, notwithstanding that the amount etc^.^ren^dered

may not be receivable until a subsequent year, unless

the method adopted by the corporation for com-
puting income from the business and accepted for the

purpose of this Part does not require it to include

any amount receivable in computing its income for

a fiscal year unless it has been received in the year;

R.S.O. 1970,c. 91.S. 61(1)(6).

(c) any amount received by the corporation in the year interest

or receivable by the corporation in the year, dep)end-
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Reserve for
doubtful
debts

Reserves in
respect of
certain goods
and services,
etc.

ing upon the method regularly followed by the cor-

poration in computing its profit , as, on account or in lieu

of payment of, or in satisfaction of, interest; R.S.O.

1970, c. 91. s. 17 (c).

{d) any amount deducted as a reserve for doubtful

debts in computing the corporation's income for the

immediately preceding year; R.S.O. 1970, c. 91,

s. 17 {e).

(e) any amount,

(i) deducted under clause o of subsection 1 of

section 24, including any amount substituted

by virtue of subsection 7 of section 24 for

any amount deducted under that clause, or

subsection 8 of section 24, or

(ii) deducted under clause p of subsection 1 of

section 24 or subsection 8 of section 24,

in computing the corporation's income from a business

for the immediately preceding year; R.S.O. 1970,

c. 91, s. 61 (1) (/).

Insurance
proceeds
expended

(/) such part of any amount payable to the corpora-

tion as compensation for damage to, or under a

policy of insurance in respect of damage to, property

that is depreciable property of the corporation as has

been expended by the corporation,

(i) within the year, and

(ii) within a reasonable time after the damage,

on repairing the damage; R.S.O. 1970, c. 91, s. 17 (/).

Payments
based on
production
or use

(g) any amount received by the corporation in the year

that was dependent upon the use of or production from

property whether or not that amount was an instal-

ment of the sale price of the prop)erty, except that an

instalment of the sale price of agricultural land is

not included by virtue of this clause; R.S.O. 1970,

c. 91,s. 17(t).

Previous
reserve for
quadrennial
survey

(A) any amount deducted as a reserve under clause q of

subsection 1 of section 24 in computing the corpora-

tion's income for the immediately preceding year;

R.S.O. 1970, c. 91, s. 17 (^).
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(i) any amount received in the year on account of a Bad debts
rGcov6rGci

debt in respect of which a deduction for bad debts

had been made in computing the corporation's in-

come for a previous year; R.S.O. 1970, c. 91, s. 17 {h).

(j) any amount required by Subdivision G to be included ^0^'^®°'^^

in computing the corporation's income for the year corporations
rcsidsnt in

in respect of a dividend paid by a corporation resident Canada

in Canada on a share of its capital stock; R.S.O.

1970, c. 91, s. 17(a).

(k) any amount required by Subdivision H to be includedpi^^^nds
^ ' . -^ . ^ -'.,. r, . from otherm computmg the corporation s mcome for the year m corporations

respect of a dividend paid by a corporation not

resident in Canada on a share of its capital stock;

(/) any amount that is, by virtue of Subdivision I income Pa^jnersMp

of the corporation for the year from a business or

property; R.S.O. 1970, c. 91, s. 17 (d).

(m) any amount required by Subdivision J to be included^g®°^^^^^^°™

in computing the income of a corporation for the

year except any amount deemed by that subdivision

to be a taxable capital gain of the corporation ; and
New.

(n) any amount received by the corporation in the?'^|[°y®®^

year under an employees profit sharing plan estab- sharing plan

lished for the benefit of employees of the corporation

or of another corporation with whom the corporation

does not deal at arm's length. R.S.O. 1970, c. 91, V'i.

s.l7(;).
''^''

(2) Clauses a and b of subsection 1 are enacted for greater
J°*®^'"®-

certainty and shall not be construed as implying that any
amount not referred to therein is not to be included in

computing income from a business for a fiscal year whether it is

received or receivable in the year or not. R.S.O. 1970, c. 91,

S.61 (2).

17.—(1) Where depreciable property of a corporation of a
proceeds'

prescribed class has, in a fiscal year, been disposed of and over
• J

'
t undepreciated

the proceeds of disposition exceed the undepreciated capital capital cost

cost to it of depreciable prof)erty of that class immediately

before the disposition, the lesser of,

(a) the amount of the excess ; and

(6) the amount that the excess would be if the property

had been disposed of for the capital cost thereof to

the corporation

,
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shall be included in computing the income of the corporation

for the year. R.S.O. 1970, c. 91, s. 32 (1).

minauon of (^) Where one or more amounts are by subsection 1 required
net amount to be included in computing a corporation's income for a

fiscal year in respect of the disposition of depreciable prop-

erty of a prescribed class and the corporation has, during

the year but following the dispositions, acquired further de-

preciable property of that class, notwithstanding subsection 1

and clause /of subsection 17 the following rules apply,

(a) if the aggregate of the amounts that would, accord-

ing to the terms of subsection 1 , be included there-

under in computing the income of the corporation is

equal to or exceeds the amount that would, accord-

ing to the terms of clause/ of subsection 17, be the

undepreciated capital cost to the corporation of de-

preciable property of that class at the end of the

year before any deduction is made under clause a

of subsection 1 of section 24 for that year,

(i) the amount to be included in computing the

income of the corporation for the year under

subsection 1 in respect of dispositions of

depreciable property of that class is that

aggregate minus the amount that would be

that undepreciated capital cost, and

(ii) the undepreciated capital cost to the cor-

poration of depreciable prof)erty of that class

at the end of the year is nil ; and

(6) if the aggregate of the amounts that would, according

to the terms of subsection 1, be included there-

under in computing the income of the corporation

is less than the amount that would, according to the

terms of clause / of subsection 17, be the undepre-

ciated capital cost to the corporation of depreciable

property of that class at the end of the year before

any deduction is made under clause a of subsection

1 of section 24 for that year,

(i) no amounts shall be included in computing the

income of the corporation for the year in

respect of depreciable prop)erty of that class

under subsection 1, and

(ii) the undepreciated capital cost to the corpora-

tion of depreciable property of that class at the

end of the year before any deduction is made
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under clause a of subsection 1 of section 24
for the year is the amount that it would be
according to the terms of clause / of subsec-

tion 17 minus that aggregate. R.S.O. 1970,

c. 91,s.32(2).

(3) Where an amount that would otherwise be included ^°^'^^^°^®
^ '

. - *nd com-
in computing the income of a corporation for a fiscal year.pensation

hereinafter referred to as the "initial year", by virtue of this

section is,

(a) an amount payable, in respect of loss or destruction

of property of a prescribed class,

(i) under a policy of insurance, or
|

(ii) otherwise as compensation for the property so '

lost or destroyed ; or

(b) an amount payable as compensation for property

of a prescribed class taken under statutory authority

or as the sale price of property sold to a person by
whom notice of an intention to take it under statutory

authority was given,

the following rules apply,

(c) the amount shall not, to the extent that it has been ^
expended by the corporation,

.<.

(i) in the fiscal year immediately following the •'^

initial year on acquiring property of the same
class,

(ii) in the fiscal year immediately following the

initial year on acquiring, if the property so

lost, destroyed, taken or sold was a building,

a building of a prescribed class, or

(iii) within a time certified by the Minister to be
a reasonable time following the initial year, on
acquiring, if the property so lost, destroyed,

taken or sold was a vessel, a vessel of a pre-

scribed class,

be included in computing the income of the corpora-

tion for the initial year; and

{d) the amount shall, to the extent that it has not been

included in computing the income of the corporation

for the initial year, be deemed to be proceeds of a

disposition made.
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(i) in the case of a vessel, in the fiscal year in

which it is in whole or in part expended in

accordance with clause c, but only to the

extent that it is so expended in that year

and only if such year is within the time certi-

fied by the Minister under subclause iii of

clause c, and

(ii) in the case of any other property, in the fiscal

year immediately following the initial year

,

of depreciable property of the corporation of the

same class as the property so acquired. R.S.O. 1970,

c. 91. s. 32(5).

Transferred (4) Where depreciable property of a corporation that was
included in a prescribed class, hereinafter in this subsection

referred to as the "former class", has been transferred to

another prescribed class, hereinafter in this subsection referred

to as the "other class", for the purposes of clause /of subsec-

tion 17,

(a) there shall be added to the capital cost to the corpora-

tion of depreciable property of the former class

acquired before the transfer, the greater of,

(i) the amount, if any, by which the capital cost

;-vT ( :'i

«

to the corporation of the transferred property

exceeds the undepreciated capital cost to the

corporation of depreciable property of the

former class immediately before the transfer,

and

(ii) the aggregate of all amounts that would have

been allowed to the corporation in respect of the

transferred property, if it had been a prescribed

class, at the rate that was allowed to the cor-

poration in respect of property of the former

class under regulations made under clause a of

subsection 1 of section 24 in computing income
for the fiscal years before the transfer ; and

(6) there shall be added to the total depreciation allowed

to the corporation for property of the other class the

greater of the amounts determined under subclauses

i and ii of clause a. R.S.O. 1970, c. 91, s. 32 (6),

amended.

Misciassifled
(5) Where, in calculating the amount of a deduction allowed

to a corporation under regulations made under clause a of

subsection 1 of section 24 in respect of depreciable property of

the corf)oration of a prescribed class, there has been added to
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the capital cost to the corporation of depreciable property of

that class the capital cost of depreciable property, hereinafter

in this subsection referred to as "added property", of another

prescribed class, for the purpose of this section and regulations

made under clause a of subsection 1 of section 24 the added
property shall, if the Minister so directs with reference to any

fiscal year for which, within the time specified in clause a

or b of subsection 4 of section 150, the Minister may make any
reassessment or additional assessment or assess tax interest or

penalties under this Part as the circumstances require, be

deemed to have been property of the first-mentioned class and
not of the other class at all times before the commencement t

of that year and, except to the extent that that property or any
J

part thereof has been disposed of by the corporation before the I

commencement of that year, to have been transferred from the |

first-mentioned class to the other class at the commencement
of that year. R.S.O. 1970, c. 91, s. 32 (7).

(6) For the purpose of this section and any regulations n^ade
^^^j^^^^^^j^

under clause a of subsection 1 of section 24, the following rules

apply:

1. Where a corporation having acquired property for

the purpose of gaining or producing income therefrom

or for the purpose of gaining or producing income
from a business, has commenced at a later time to use

it for some other purpose, the corporation shall be |l#f

deemed to have disposed of it at that later time at

its fair market value at that time. R.S.O. 1970,

c. 91, s. 32 (8) par. 1.

2. Where a corporation, having acquired property for

some other purpose, has commenced at a later time

to use it for the purpose of gaining or producing

income therefrom or for the purpose of gaining or pro-

ducing income horn a business, the corporation shall

be deemed to have acquired it at that later time at

its fair market value at that time. R.S.O. 1970,

c. 91, s. 32 (8) par. 2.

3. Where property has, since it was acquired by a cor-

poration, been regularly used in part for the purpose

of gaining or producing income therefrom or for the

purpose of gaining or producing income from a business

and in part for some other purpose, the corporation

shall be deemed to have acquired, for the purpose of

gaining or producing income, the proportion of the

property that the use regularly made of the property

for gaining or producing income is of the whole use

regularly made of the property at a capital cost to the
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corporation equal to the same proportion of the capital

cost to it of the whole property; and, if the property

has, in such a case, been disposed of, the proceeds

of disposition of the proportion of the property deemed
to have been acquired for gaining or producing income
shall be deemed to be the same proportion of the

proceeds of disposition of the whole property. R.S.O.

1970, c. 91, s. 32 (8) par. 5.

4. Where, at any time after a corporation has acquired

property, there has been a change in the relation

between the use regularly made by the corporation

of the property for gaining or producing income and
the use regularly made of the property for other

purposes,

(i) if the use regularly made by the corporation

of the property for the purpose of gaining or

producing income has increased, the corpora-

tion shall be deemed to have acquired at that

time depreciable property of that class at a

capital cost equal to the proportion of the fair

market value of the property as of that time

that the amount of the increase in the use

regularly made by the corporation of the

property for that purpose is of the whole use

regularly made of the property, and

(ii) if the use regularly made of the property

for the purpose of gaining or producing income
has decreased, the corporation shall be deemed
to have disposed at that time of depreciable

property of that class and the proceeds of dis-

position shall be deemed to be an amount
equal to the proportion of the fair market
value of the property as of that time that

the amount of the decrease in the use regularly

made by the corporation of the property for

that purpose is of the whole use regularly made
of the property. R.S.O. 1970, c. 91, s. 32

(8) par. 6.

5. Where a corporation has received or is entitled to

receive a grant, subsidy or other assistance from a

government, municipality or other public authority

in respect of or for the acquisition of property, other

than an amount authorized to be paid under an

Appropriation Act (Canada) in respect of which the

provisions of clause e of subsection 7 of section 13 of
1970-71
c. 63 (Can.) the Income Tax Act (Canada) would not apply, or an
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amount authorized to be paid under the Industrial

Research and Development Incentives Act (Canada)

or the Area Development Incentives Act (Canada)

and approved by the Minister, the capital cost of the

property shall be deemed to be the capital cost there-

of to the corporation minus the amount of the

grant, subsidy or other assistance. R.S.O. 1970,

c. 91, s. 32 (8) par. 8.

(7) In applying paragraphs 1, 2, 3 and 4 of subsection 6 in^^^^^"®^^"

respect of a corporation not resident in Canada, a reference to a

"business" shall be read as a reference to a business wholly

carried on in Canada or such part of a business as is wholly

carried on in Canada. R.S.O. 1970, c. 91, s. 32 (9).

(8) Where, in computing the income of a corporation for
^o^i\l^^°i^e)

fiscal year, an amount has been deducted under clause ee of

subsection 1 of section 24 or the corporation has elected

under subsection 10 of section 24 to make a deduction in

respect of an amount that would otherwise have been deductible

under that clause, the amount shall, if it was a payment on

account of the capital cost of depreciable property, be deemed
to have been allowed to the corporation in respect of the

property under regulations made under clause a of subsection

1 of section 24 in computing the income of the corporation,

(a) for the fiscal year ; or

(6) for the fiscal year in which the property was acquired,

whichever is the later. R.S.O. 1970, c. 91, s. 32 (12).

(9) Where a deduction has been made under the Canadian Y*^'^^. „^ ' ^ deduction
Vessel Construction Assistance Act for any year, subsection 1 is under

1- 1 1 • , r .1 , , , , , . Canadian
applicable m respect of the prescribed class created by that vessel

Act or any other prescribed class to which the vessel may have Msistance^

been transferred. R.S.O. 1970, c. 91, s. 32 (13).
^''^

(10) For the purposes of this section and any regulations J^g'J.^^P^^"

made under clause a of subsection 1 of section 24 a vessel in Y^^s®^

,

X , . , . . . ,
deemed

respect of which any conversion cost is incurred after March prescribed

23, 1967 shall, to the extent of the conversion cost, be deemed
to be included in a separate prescribed class. R.S.O. 1970,

c. 91, s. 32(14).

(11) Where a vessel owned by a corporation on January 1
. fubdiiisimi b

1966 or constructed pursuant to a construction contract pot applicable
ill CfilTL&lIl.

entered into by the corporation prior to 1966 and not com-casea

pleted by that date is disposed of by the corporation before

1974,
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{a) subsection 1 and Subdivision B do not apply to the

proceeds of disposition,

(i) if an amount at least equal to the proceeds

of disposition is used by the corporation,

before 1974 and during the fiscal year of the

corporation in which the vessel is disposed of or

within 4 months from the end of the fiscal

year, under conditions satisfactory to the

Minister, either for replacement or to incur

any conversion cost with respect to a vessel

owned by the corporation, or

(ii) if the Minister certifies that the corporation

has, on satisfactory terms deposited,

(A) on or before the day on which the

corporation is required to file a return

I

for the fiscal year in which the vessel

Iwas disposed of, or

(B) on or before such day subsequent to

the day referred to in sub-subclause A,

as the Minister may specify in respect

of the corporation,

an amount at least equal to the tax that

would, but for this subsection, be payable

by the corporation under this Part in respect

of the proceeds of disposition, or satisfactory

security therefor, as a guarantee that the

proceeds of disposition will be used before

1974 for replacement ; and

(6) the corporation may, within the time prescribed for

the filing of a return for the fiscal year in which the

vessel was disposed of, elect to have the vessel con-

stituted a prescribed class, or, if any conversion cost

in respect of the vessel has been included in a separate

prescribed class, have it transferred to that class, and,

if the corporation so elects, the vessel shall be deemed to

have been so transferred immediately before the dis-

position thereof but this clause does not apply unless

the proceeds of disposition of the vessel exceed the

amount that would be the undepreciated capital cost of

the property of the class to which it would be so

transferred. R.S.O. 1970, c. 91. s. 32 (15).
Election In

procled°of (12) Where a vessel owned by a corporation is disposed

of^veMei°° of by it, the corporation may, if subsection 11 does not apply
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to the proceeds of disposition or if the corporation does not

make an election under clause b of subsection 11, within the

time prescribed for the filing of a return for the fiscal year in

which the vessel is disposed of, elect to have the proceeds

that would be included in computing its income for the year

by virtue of this Part treated as proceeds of disposition of

property of another prescribed class that includes a vessel

owned by the corporation. R.S.O. 1970, c. 91, s. 32 (16).

(13) Where a separate prescribed class has been constituted Prescribed
^ ' r r class con-

either under this Act or the Canadian Vessel Construction stituted by

Assistance Act by virtue of the conversion of a vessel owned cost deemed

by a corporation and the vessel is disposed of by the corpora- ?fass°con-

tion, if no election is made under clause b of subsection 1 1 , vesse^i^on'^

the separate prescribed class constituted by virtue of the ^*^p°^^*^^°"

conversion shall be deemed to have been transferred to the

class in which the vessel was included immediately before

the disposition thereof. R.S.O. 1970, c. 91, s. 32 (17).

(14) Notwithstanding any other provision of this Act,^|nts^^^

where a corporation has,

(a) expended an amount as described in subclause iii

of clause c of subsection 3; or

(b) made an election under clause b of subsection 11

with respect to a vessel and the proceeds of disposi-

tion of the vessel have been used before 1974 for

replacement under conditions satisfactory to the

Minister,

such reassessments of tax, interest or penalties shall be made
as are necessary to give effect to subsections 3 and 11.

R.S.O. 1970,c. 91, s. 32(18).

(15) All or any part of a deposit made under subclause iiof^posit"
of clause a of subsection 11 or under the Canadian Vessel

Construction Assistance Act may be paid out to or on behalf

of any corporation which, under conditions satisfactory to

the Minister and as a replacement for the vessel disposed of,

acquires a vessel before 1974,

(a) that was constructed in Canada and is registered

in Canada or is registered under conditions satis-

factory to the Minister in any country or territory

to which the British Commonwealth Merchant Ship-

ping Agreement (signed at London on December 10,

1931) appHes; and
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(b) in respect of the capital cost of which no allowance

has been made to any other corporation under this

Act or the Canadian Vessel Construction Assistance

Act,

or incurs any conversion cost with respect to a vessel owned
by the corporation that is registered in Canada or is registered

under conditions satisfactory to the Minister in any country

or territory to which the said British Commonwealth Merchant
Shipping Agreement applies, but the ratio of the amount
paid out to the amount of the deposit shall not exceed the ratio

of the capital cost to the corporation of the vessel or the

conversion cost to the corporation of the vessel, as the case

may be, to the proceeds of disposition of the vessel disposed

of; and any deposit or part of a deposit not so paid out

before 1974 or not paid out pursuant to subsection 16 shall

be paid to the Treasurer of Ontario. R.S.O. 1970, c. 91,

s.32(19).

(16) Notwithstanding any other provision of this section,

where a deposit was made by a corporation under subclause ii

of clause a of subsection 11 and the proceeds of disposition

in respect of which the deposit was made are not used by any
corporation before 1974 under conditions satisfactory to the

Minister as a replacement for the vessel disposed of,

(a) to acquire a vessel described in clauses a and b of

subsection 15; or

(6) to incur any conversion cost with respect to a vessel

owned by that corporation that is registered in

Canada or is registered under conditions satisfactory

to the Minister in any country or territory to which
the British Commonwealth Merchant Shipping Agree-

ment applies,

the Minister may refund to the corporation the dejx)sit, or

the part thereof not paid out to the corporation under sub-

section 15, as the case may be, in which case there shall be

added, in computing the income of the corporation for the

fiscal year of the corporation in which the vessel was disposed

of, that proportion of the amount that would have been

included in computing the income of the corporation for the

year by virtue of this Part had the deposit not been made
under subclause ii of clause a of subsection 1 1 that the portion

of the proceeds of disposition not so used before 1974 as such

a replacement is of the proceeds of disposition ; and notwith-

standing any other provision of this Act such reassessments

of tax, interest or penalties shall be made as are necessary

to give effect to this subsection. R.S.O. 1970. c. 91, s. 32 (20).
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(17) In this section and any regulations made under i^^erpre-

clause a of subsection 1 of section 24,

{a) "conversion", in respect of a vessel, means a conver-

sion or major alteration in Canada by a corporation

in accordance with plans approved in writing by the

Minister of Industry, Trade and Commerce for pur-

poses of the Income Tax Act (Canada) and by the i9w-^i,^^

^

Minister, and "conversion cost" means the cost of a

conversion as determined by the Minister;

[b) "depreciable property" of a corporation as of any
time in a fiscal year means property in respect of

which the corporation has been allowed, or is en-

titled to, a deduction under regulations made under

clause a of subsection 1 of section 24 in computing
income for that or a previous fiscal year;

(c) "disposition of property" includes any transaction

or event entitling a corporation to proceeds of dis-

position of property;

{d) "proceeds of disposition" of property includes,

(i) the sale price of property that has been sold,

(ii) compensation for property unlawfully taken,

(iii) compensation for property destroyed and any
amount payable under a policy of insurance

in respect of loss or destruction of property,

(iv) compensation for property taken under statu-

tory authority or the sale price of prop-

erty sold to a person by whom notice of an
intention to take it under statutory authority

was given,

(v) compensation for property injuriously affected,

whether lawfully or unlawfully or under
statutory authority or otherwise,

(vi) comf)ensation for property damaged and any
amount payable under a policy of insurance in

respect of damage to property, except to the

extent that such compensation or amount,
as the case may be, has within a reasonable

time after the damage been expended on re-

pairing the damage,

215
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(vii) an amount by which the Hability of a cor-

poration to a mortgagee is reduced as a result

of the sale of mortgaged property under a
provision of the mortgage, plus any amount
received by the corporation out of the pro-

ceeds of such sale, and

(viii) any amount included in computing a corpora-

tion's proceeds of disposition of the property

by virtue of clause c of section 70

;

{e) "total depreciation" allowed to a corporation before

any time for property of a prescribed class means
the aggregate of all amounts allowed to the corpora-

tion in respect of property of that class under regu-

lations made under clause a of subsection 1 of sec-

tion 24 in computing income for fiscal years before

that time;

(/) "undepreciated capital cost" to a corporation of

depreciable property of a prescribed class as of any
time means the capital cost to the corporation of

depreciable property of that class acquired before

that time minus the aggregate of,

(i) the total depreciation allowed to the corpora-

tion for property of that class before that time,

(ii) for each disposition before that time of prop-

erty of the corporation of that class, the least

of,

(A) the proceeds of disposition of the prop-

erty,

(B) the capital cost to the corporation of

the property, and

(C) the undepreciated capital cost to the

corporation of property of that class

immediately before the disposition,

(iii) each amount by which the undepreciated

capital cost to the corporation of depreciable

property of that class as of the end of a previous

year was reduced by virtue of subsection 2,

and

(iv) where the property of that class was acquired

by the corp)oration for the purpose of gaining

or producing income from a mine and the cor-
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poration so elects in prescribed manner and
within a prescribed time in respect of that

property, an amount equal to that portion of the

income derived from the operation of the mine
that is, by virtue of the provisions of the

Corporations Tax Application Rules, 1972 re-

lating to income from the operation of new
mines, not included in computing income of

the corporation or any other corporation ; and

[g] "vessel" means a vessel as defined in the Canada'^-^^^'^'^'^^'

Shipping Act. R.S.O. 1970, c. 91, s. 32 (4).

18.— (1) Where, as a result of a transaction occurring saie of
^^

after 1971, an amount has become payable to a corporation in and other

a fiscal year in respect of a business carried on or formerly

carried on by the corporation and the consideration given by
the corporation therefor was such that, if any payment had
been made by the corporation after 1971 for that considera-

tion, the payment would have been an eligible capital

expenditure of the corporation in respect of the business,

there shall be included in computing the corporation's income
for the year from the business the amount, if any, by which

one-half of the amount so payable, which one-half is hereafter

in this section referred to as an "eligible capital amount" in

respect of the business, exceeds the cumulative eligible

capital of the corporation in respect of the business immediately

before the amount so payable became payable to the

corporation.

(2) Where any amount is, by any provision of this Act.^^'^^'^^*'

deemed to be a corporation's proceeds of disposition of any payable

property disposed of by the corporation at any time, for the

purposes of subsection 1 that amount shall be deemed to have
become payable to it at that time.

(3) Where a corporation has, during a fiscal year but ^utmequent

after the latest time at which any amount payable to the expenses

corporation, in respect of which the corporation is required

by subsection 1 to include an amount in computing its income
for the year from a business, became payable to the corporation,

made or incurred outlays or expenses that are eligible capital

expenditures in respect of the business, notwithstanding

subsection 1 and clause a of subsection 4, the following

rules apply

,

(a) if the aggregate of the amounts that would, ac-

cording to the terms of subsection 1, be included

in computing the income of a corporation for the year

from the business is equal to or exceeds its

2i5
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cumulative eligible capital in respect of the business

at the end of the year,

(i) the amount to be included in computing
the corporation's income for the year from the

business under subsection 1 is that aggregate

minus the amount that would otherwise be its

cumulative eligible capital in respect of the

business at the end of the year, and

(ii) the corporation's cumulative eligible capital

in respect of the business at the end of the

year is nil ; and

(6) if the aggregate of amounts that would, according

to the terms of subsection 1, be included in com-
puting the corporation's income for the year from

the business is less than its cumulative eligible

capital in respect of the business at the end of the

year,

(i) no amounts shall be included in computing

the corporation's income for the year from

the business under subsection 1 , and

(ii) the corporation's cumulative eligible capital

in respect of the business at the end of the

year is the amount thereof otherwise deter-

mined minus that aggregate.

Section (4) In this section.

(a) "cumulative eligible capital" of a corporation at any
time in respect of a business means,

(i) one-half of the aggregate of the eligible

capital expenditures in respect of the business

made or incurred by the corporation before

that time,

minus,

(ii) the aggregate of

,

(A) all amounts each of which is an amount
in respect of any fiscal year of the

corporation ending before that time,

equal to the amount deducted under

clause b of subsection 1 of section 24

in computing the income of the cor-

poration for that year from the busi-

ness.
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(B) for each eligible capital amount in

respect of the business that became
payable to the corporation before that

time, the lesser of,

1. the eligible capital amount, and

2. the cumulative eligible capital

of the corporation in respect of

the business immediately before

the disposition as a result of

which the eligible capital

amount became payable, and |

(C) all amounts by which the cumulative

eligible capital of the corporation in I

respect of the business at the end of |
any fiscal year of the corporation i

ending before that time was reduced

by virtue of subsection 3 ; and

(b) "eligible capital expenditure" of a corporation

in respect of a business means the portion of any
outlay or expense made or incurred by it, as a

result of a transaction occurring after 1971, on
account of capital for the purpose of gaining or

producing income from the business, other than any U^
such outlay or expense,

(i) in respect of which any amount is or would
be, but for any provision of this Act limiting

the quantum of any deduction, deductible,

otherwise than under clause b of subsection

1 of section 24, in computing the income of the "'^|

corporation from the business, or in respect of

which any amount is, by virtue of any pro-

vision of this Act other than clause b of

subsection 1 of section 22, not deductible in

computing such income,

(ii) made or incurred for the purpose of gaining

or producing income that is exempt income,

or

(iii) that is the cost of, or any part of the cost of,

(A) tangible property of the corporation,

(B) intangible property that is depreciable

property of the corporation.
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(C) property in resp>ect of which any
deduction, otherwise than under clause

b of subsection 1 of section 24, is per-

mitted in computing its income from
the business or would be so permitted

if its income from the business were

sufficient for the purpose, or

(D) an interest in, or right to acquire, any
property described in any of sub-

subclauses A to C,

but, for greater certainty and without restricting

the generality of the foregoing, does not include

any portion of,

(iv) any amount paid or payable, as the case

may be, to any creditor of the corporation

as, on account or in lieu of payment of any
debt or as or on account of the redemption,

cancellation or purchase of any bond or

debenture,

(v) any amount paid or payable, as the case

may be, to a person as a shareholder of

the corporation, or

(vi) any amount that is the cost of, or any part of

the cost of,

(A) an interest in a trust,

(B) an interest in a partnership,

(C) a share, bond, debenture, mortgage,

hypothec, note, bill or other similar

property, or

(D) an interest in, or right to acquire,

any property described in any of

sub-subclauses A to C. New.

MoW^*' 1®*—(1) Where in a fiscal year,
property
to snare-
holder (a) a payment has been made by a corporation to a

shareholder otherwise than pursuant to a bona fide

business transaction

;

{b) funds or property of a corporation have been

appropriated in any manner whatever to, or for the

benefit of, a shareholder; or
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(c) a benefit or advantage has been conferred on a

shareholder by a corporation,

otherwise than,

{d) on the reduction of capital, the redemption of shares

or the winding-up, discontinuance or reorganization

of its business, or otherwise by way of a transaction

to which section 78 or 82 of this Act or Part II

of the Income Tax Act (Canada) applies;
c^ 63 (Can

)

(e) by the payment of a dividend; or

(/) by conferring on all holders of common shares

of the capital stock of the corporation a right

to buy additional common shares thereof,

the amount or value thereof shall be included in computing
the income of the corporation that is a shareholder therein

for the year. R.S.O. 1970, c. 91, s. 20 (1) (a).

(2) Where a corporation has in a fiscal year made a loan ^j^arehoider

to a shareholder, the amount thereof shall be included in

computing the income of the shareholder for the year unless,

(a) the loan was made,

(i) in the ordinary course of its business and the

lending of money was part of its ordinary

business,

(ii) to an officer or servant of the corporation

to enable or assist him to purchase or erect

a dwelling house for his own occupation,

(iii) to an officer or servant of the corporation

to enable or assist him to purchase from the

corporation fully paid shares of the corporation

to be held by him for his own benefit, or

(iv) to an officer or servant of the corporation

to enable or assist him to purchase an
automobile to be used by him in the per-

formance of the duties of his office or

employment,

and bona fide arrangements were made at the time
the loan was made for repayment thereof within

a reasonable time; or
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Interest
on Income
bonds

Idem

Application

Income and
capital
combined

{b) the loan was repaid within one year from the end
of the fiscal year of the corporation in which

it was made and it is established, by subsequent

events or otherwise, that the repayment was not

made as a part of a series of loans and repayments,

and, where the shareholder is a corporation, the amount so

included in computing its income for the year shall be deemed
to have been received by it as a dividend.

(3) An annual or other periodic amount paid by a cor-

poration resident in Canada to another corporation in respect

of an income bond or income debenture shall be deemed to

have been paid by the paying corporation and received by
the receiving corporation as a dividend on the share of the

capital stock of the paying corporation unless it is entitled

to deduct the amount so paid in computing its income.

(4) An annual or other periodic amount paid by a corpora-

tion not resident in Canada to another corporation in respect

of an income bond or income debenture shall be deemed to

have been received by the receiving corporation as a dividend

unless the amount so paid was, under the laws of the country

in which the paying corporation was resident, deductible in

computing the amount for the fiscal year on which the cor-

poration was liable to pay income or profits tax imposed by
the government of that country.

(5) For greater certainty, subsections 1 and 2 are applicable

in computing the income of a shareholder for the purposes of

this Part whether or not the paying corporation had a perma-

nent establishment in Ontario. R.S.O. 1970, c. 91, s. 20 (4),

amended.

20.—(1) Where a payment under a contract or other

arrangement can reasonably be regarded as being in part a

payment of interest or other payment of an income nature

and in part a payment of a capital nature, the part of the

payment that can reasonably be regarded as a payment of

interest or other payment of an income nature shall, irresp)ec-

tive of when the contract or arrangement was made or the

form or legal effect thereof, be included in computing the

recipient's income from property. R.S.O. 1970, c. 91, s. 19 (1),

Obligation
issued at
discount

1970-71.
c. 63 (Can.)

(2) Where, in the case of a bond, debenture, bill, note,

mortgage, hypothec or similar obligation issued after Decem-
ber 20, 1960 and before June 18, 1971 by a person exempt
from tax under section 149 of the Income Tax Act (Canada),

a non-resident person not carrying on business in Canada, or a

government, municipality or municipal or other public body
performing a function of government,
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{a) the obligation was issued for an amount that is less

than the principal amount thereof;

{b) the interest stipulated to be payable on the obligation,

expressed in terms of an annual rate on,

(i) the principal amount thereof, if no amount is

payable on account of the principal amount
before the maturity of the obligation, or

(ii) the amount outstanding from time to time as

or on account of the principal amount thereof,

in any other case,

is less than 5 per cent; and

(c) the yield from the obligation, expressed in terms of

an annual rate on the amount for which the obligation

was issued, which annual rate shall, if the terms of

the obligation or any agreement relating thereto

conferred upon the holder thereof a right to demand
payment of the principal amount of the obligation

or the amount outstanding as or on account of the

principal amount thereof, as the case may be, before

the maturity of the obligation, be calculated on the

basis of the yield that produces the highest annual

rate obtainable either on the maturity of the obliga- Witf

tion or conditional upon the exercise of any such

right, exceeds the annual rate determined under

clause b by more than one-third thereof,

the amount by which the principal amount of the obligation

exceeds the amount for which the obligation was issued shall

be included in computing the income of the corporation that

is the first owner of the obligation that is a resident of Canada
and is not a corporation exempt from tax under section 149

of the Income Tax Act (Canada) or a government, for the ^^"^"^^-^jj
^

fiscal year of the owner of the obligation in which it became
the owner thereof. R.S.O. 1970, c. 91, s. 19 (2), amended

(3) Where, in the case of a bond, debenture, bill, note,^^®'"

mortgage, hypothec or similar obligation issued after June 18,

1971 by a person exempt from tax under section 149 of the

Income Tax Act (Canada), a non-resident person not carrying

on business in Canada, or a government, municipality or

municipal or other public body performing a function of

government,

{a) the obligation was issued for an amount that is less

than the principal amount thereof ; and
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(b) the yield from the obhgation, expressed in terms

of an annual rate on the amount for which the

obligation was issued, which annual rate shall, if the

terms of the obligation or any agreement relating

thereto conferred upon the holder thereof a right to

demand payment of the principal amount of the

obligation or the amount outstanding as or on account

of the principal amount thereof, as the case may be,

before the maturity of the obligation, be calculated

on the basis of the yield that produces the highest

annual rate obtainable either on the maturity of the

obligation or conditional upon the exercise of any
such right, exceeds four-thirds of the interest stipu-

lated to be payable on the obligation, expressed in

terms of an annual rate on,

(i) the principal amount thereof, if no amount is

payable on account of the principal amount
before the maturity of the obhgation, or

(ii) the amount outstanding from time to time as

or on account of the principal amount thereof,

in any other case,

the amount by which the principal amount of the obligation

exceeds the amount for which the obligation was issued shall

be included in computing the income of the corporation that is the

first owner of the obligation that is a resident of Canada and
is not a corporation exempt from tax under section 149 of

1970-71, the Income Tax Act (Canada) or a government, for the fiscal

year of the owner of the obligation in which it became the

owner thereof. New.

o/8ub8*i^°° (^) Subsection 1 does not apply to any amount received

by a corporation in a fiscal year,

(fl) as an annuity payment

;

{b) as a refund of premiums or contributions paid by the

holder of a life annuity contract, as defined by regu-

lation, upon the death of such holder; or

(c) in satisfaction of the rights of the corporation under
a life annuity contract, as defined by regulation,

that was entered into before June 14, 1963 except

to the extent that the amount so received, exceeds

the aggregate of,

(i) the value of its rights under the contract on
the second anniversary date of the contract

to occur after October 22, 1968, and
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(ii) the aggregate of premiums paid by the cor-

poration under the contract after the said

second anniversary date. R.S.O. 1970, c. 91,

s. 19(5).

(5) Subsection 1 does not apply in any case where sub-^"^®"^

section 2 or 3 appHes. R.S.O. 1970, c. 91, s. 19 (4).

2 1 .— ( 1 ) Where a corporation resident in Canada has loaned ^°*f
^°

money to a non-resident person and the loan has remained resident
^ ,. r

^
, . , . person

outstanding for one year or longer without interest at a

reasonable rate having been included in computing the lender's

income, interest thereon, computed at 5 per cent per annum
for the fiscal year or part of the year during which the loan

was outstanding, shall, for the purpose of computing the

lender's income, be deemed to have been received by the

lender on the last day of each fiscal year during all or part

of which the loan has been outstanding.

(2) Subsection 1 does not apply if the loan was made to^^^^^P^^^"

a subsidiary controlled corporation and it is established that

the money that was loaned was used in the subsidiary cor-

poration's business for the purpose of gaining or producing

income. R.S.O. 1970, c. 91 , s. 30.

Deductions ^^

22.-(l) In compufng the income of a corporafon from aSS,Y^l„„. ^-
business or property no deduction shall be made in respect

¥^
(a) an outlay or expense except to the extent that it was ^^^^^^^ ^^^

made or incurred by the corporation for the purpose

of gaining or producing income from the business or

property

;

of

(b) an outlay, loss or replacement of capital, a payment [^^p^^^j^q^^*^"

on account of capital or an allowance in respect of

depreciation, obsolescence or depletion except as

expressly permitted by this Part

;

(c) an outlay or expense to the extent that it may Limitation

reasonably be regarded as having been made or in-[ncome'^

curred for the purpose of gaining or producing exempt
income or in connection with property the income
from which would be exempt

;

Id) the annual value of property except rent for prop- Annual value

X 1 J u .lu *• / • * u •
of property

erty leased by the corporation for use in its business

;
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Reserves,
etc.

Payments on
discounted
bonds

Payments on
Income
bonds

Limitation re
employer's
contribution
under
supple-
mentary
unemploy-
ment benefit
plan

Limitation re
employer's
contribution
under
deferred
profit
sharing
plan

Limitations
re employer's
contribution
under profit
sharing plan

Use of
recreational
facilities
and club
dues

(e) an amount transferred or credited to a reserve, con-
tingent account or sinking fund except as expressly

permitted by this Part

;

(/) an amount paid or payable as or on account of the

principal amount of any obligation described in

clause / of subsection 1 of section 24 except as

expressly permitted by that clause;

{g) an amount paid by a corporation as interest or

otherwise to holders of its income bonds or income
debentures unless the bonds or debentures have been
issued or the income provisions thereof have been
adopted since 1930,

(i) to afford relief to the debtor from financial

difficulties, and

(ii) in place of or as an amendment to bonds or

debentures that at the end of 1930 provided

unconditionally for a fixed rate of interest

;

(A) an amount paid by a corporation to a trustee under

a supplementary unemployment benefit plan except

as expressly permitted by section 119;

(i) an amount paid by a corporation to a trustee under

a deferred profit sharing plan except as expressly per-

mitted by section 120

;

{j) an amount paid by a corporation to a trustee under

a profit sharing plan that is not,

(i) an employees profit sharing plan,

(ii) a deferred profit sharing plan, or

(iii) a registered pension fund or plan ; or

{k) an outlay or expense made or incurred by the cor-

poration after 1971,

(i) for the use or maintenance of property that is

a yacht, a camp, a lodge or a golf course or

facility, unless the corporation made or in-

curred the outlay or expense in the ordinary

course of its business of providing the property

for hire or reward, or

(ii) as membership fees or dues, whether initiation

fees or otherwise, in any club the main pur-

pose of which is to provide dining, recreational

or sporting facilities for its members.
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(/) the amount of a management or administration ^|'"*8^®'"®'^*

fee or charge paid or credited, or deemed to be

paid or credited, to a non-resident person to the

extent that such amount is subjected to taxation

under paragraph a of subsection 1 of section 212

of the Income Tax Act (Canada)

;

c^^(c/an.)

Im) where a corporation has agreed to sell or issue special
ProvisiOTi

shares of the capital stock of the corporation or

of a corporation with which it does not deal at

arm's length to an employee of the corporation or

of a corporation with which it does not deal at

arm's length, the income for a fiscal year of the

corporation or of a corporation with which it does not

deal at arm's length shall be deemed to be not less

than its income for the fiscal year would have been

if a benefit had not been conferred on the employee
by the sale or issue of the shares to him or to a

person in whom his rights under the agreement have
become vested. R.S.O. 1970, c. 91, s. 24.

(2) Notwithstanding clause c of subsection 1 of section 24, ^J^rtjdn"
in computing the income of the corporation for a fiscal year interest and

'^ " '^ -^ property
from a business or property, no deduction shall be made in taxes on land

respect of any amount paid or payable by the corporation

in the year and after 1971 as, on account or in lieu of pay-

ment of, or in satisfaction of,

(a) interest on borrowed money used to acquire land,

or on an amount payable by the corporation for

land ; or

(6) property taxes, not including income or profits taxes

or taxes computed by reference to the transfer of

property, paid or payable by the corporation in

resf)ect of land to a province or a Canadian
municipality,

if, having regard to all the circumstances, including the

cost to the corporation of the land in relation to its gross

revenue, if any, therefrom for that or any previous year,

the land cannot reasonably be considered to have been,

in that year,

(c) included in the inventory of a business carried on

by the corporation

;

(d) otherwise used in, or held in the course of,

carrying on a business carried on by the corporation

;

or
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{e) held primarily for the purpose of gaining or pro-

ducing income of the corporation from the land for

that year

,

except to the extent that the corporation's gross revenue,

if any, from the land for that year exceeds the aggregate of

all other amounts deducted in computing its income from the

land for that year.

'^and'Mn"^ (3) In subsection 2, "land" does not include,
subs. 2

(a) any property that is a building or other depreciable

property affixed to land

;

{b) the land subjacent to any property described in

clause a ; or

(c) such land immediately contiguous to the land

described in clause b as may reasonably be con-

sidered to be used in connection with any property

described in clause a.

deduction" r ('^) Notwithstanding any other provision of this Act, in

Interest by computing the income for a fiscal year of a corporation

corporations resident in Canada from a business or property, no deduction

shall be made in respect of that proportion of any amount
otherwise deductible in computing its income for the year in

respect of interest paid or payable by it on outstanding

debts to specified non-residents that,

(a) the amount, if any, by which

,

(i) the greatest amount that the corporation's

outstanding debts to specified non-residents

was at any time in the year,

exceeds,

(ii) three times the aggregate of,

(A) the corporation's paid-up capital limit

within the meaning of subsection 1 of

section 83 at the commencement of

the year,

(B) the amount that the corporation's

designated surplus would be immedi-
ately after the commencement of the

year, if control of the corporation,

within the meaning of Part VII of
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the Income Tax Act (Canada), had been ^^IVh
4.U ^- X

c. 63 (Can.)
acquired by another corporation at

that time,

(C) the corporation's tax-paid un-
distributed surplus on hand at the

commencement of the year,

(D) the corporation's 1971 capital surplus

on hand at the commencement of the

year, and

(E) the corporation's capital dividend
account, within the meaning of sub-

section 1 of section 83 immediately
after the commencement of the year.

(b) the amount determined under subclause i of clause a

in respect of the corporation for the year. R.S.O.

1970, c. 91, s. 22.

(5) In subsection 4, "outstanding debts to specified non- ^®^°^°8r of

residents" of a corporation at any particular time in a fiscal expressions

year means the aggregate of amounts each of which is an
amount outstanding at that time as or on account of a debt or

other obligation to pay an amount,

fJ
(a) that was payable by the corporation to a person ^-^j

who was, at any time in the year,
'"

(i) a shareholder of the corporation who, either

alone or together with persons with whom
the shareholder was not dealing at arm's

length, owned 25 per cent or more of the

issued shares of any class of the corporation

and who was,

(A) a person not resident in Canada, or

(B) a non-resident-owned investment cor-

poration, or

(ii) a person described in sub-subclause A or B
of subclause i who was not dealing at arm's

length with a shareholder described in sub-

clause i, and

(6) on which any amount in respect of interest paid

or payable by the corporation is or would be, but
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for subsection 4, deductible in computing the cor-

poration's income for the year.

oncSildftlon (^) Where any loan is made by a person, in this subsection

referred to as the "first lender", to another person on condition

that a loan be made by any person, in this subsection

referred to as the "subsequent lender", to a corporation to

which the provisions of subsection 1 of section 2 apply, for

the purposes of subsections 4 and 5 the lesser of,

(a) the amount of the loan so made by the first lender

to the other person; and

(b) the amount of the loan so made by the subsequent

lender to the corporation,

shall be deemed to be a debt incurred by the corporation to

the first lender.

Limitation on (7) Where,
application ^ '

018.25 where
subs 4
applicable (a) section 25 is applicable in respect of an amount or

a part of an amount specified by a corporation resident

in Canada in its election under that section that, but

for that section, would have been deductible in com-
puting its income for a fiscal year

;

{b) a portion of the amount or of the part of the amount
described in clause a may reasonably be considered

to be an amount that, but for section 25, would have

been deductible in computing the income of the

corporation for the year in respect of interest paid or

payable by it on outstanding debts to specified non-

residents ; and

(c) subsection 4 is or would be, if this Act were read

without reference to section 25, applicable in com-
puting the income of the corporation for the year,

notwithstanding section 25, that proportion of the portion

described in clause b that, but for this subsection, would,

(d) be added by virtue of section 25 to the capital cost

to the corporation of depreciable property acquired

by it ; or

(e) be deemed by section 25 to be exploration, prospecting

and development expenses incurred by it in the year

,
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as the case may be, that the amount determined under clause a

of subsection 4 in respect of the corporation for the year is of the

amount determined under clause h of subsection 4 in respect of

the corporation for the year shall not be so added or be so

deemed, as the case may be. New.

23. In computing income, no deductions shall be made in Limitation

respect of an otherwise deductible outlay or expense of a expense

corporation for advertising space in an issue of a non-

Canadian newspaper or periodical dated after the 31st day of

December, 1965, for an advertisement directed primarily to

a market in Canada if such outlay or expense is not deductible

in computing its income under Part I of the Income Tax Act i970-7i,
c 63 (Ca.n

)

(Canada) pursuant to section 19 of that Act. R.S.O. 1970,

c. 91, s. 24 (3), amended.

24.—(1) Notwithstanding clauses a and h of subsection 1 Deductions

of section 22, in computing a corporation's income for a fiscal Pn c'cmputing

year from a business or property, there may be deducted business'or"

such of the following amounts as are wholly applicable to P''op^'"<^y

that source or such part of the following amounts as may
reasonably be regarded as applicable thereto

,

(a) such part of the capital cost to the corporation Capital cost

of property, or such amount in respect of the capital ° p^^p®'' ^

cost to the corporation of property, if any, as is

allowed by regulation

;

(6) such amount as the corporation may claim in respect
eu^bie*^^^

of any business, not exceeding 10 per cent of its capital

cumulative eligible capital in respect of the business

at the end of the year

;

(c) an amount paid in the year or payable in respect of the interest

fiscal year, depending upon the method regularly

followed by the corporation in computing its income,

pursuant to a legal obligation to pay interest on,

(i) borrowed money used for the purpose of

earning income from a business or property,

other than borrowed money used to acquire

property the income from which would be
exempt or to acquire a life insurance policy,

(ii) an amount payable for property acquired

for the purpose of gaining or producing income
therefrom or for the purpose of gaining or

producing income from a business, other than
property the income from which would be
exempt or property that is an interest in a

life insurance policy, or
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(iii) subject to the approval of the Minister, an
amount paid to the corporation under,

(A) an Appropriation Act (Canada) for the

purpose of advancing or sustaining the

technological capability of Canadian
manufacturing or other industry, or

(B) the Northern Mineral Exploration As-

sistance Regulations made under an
,,' Appropriation Act (Canada),

or a reasonable amount in respect thereof, which-

ever is the lesser

;

interest"** ((/) an amouut paid in the fiscal year pursuant to a legal

obligation to pay interest on an amount that would
be deductible under clause c if it were paid in the fiscal

year or payable in respect of the fiscal year;

^suing^°^ (^) an expense incurred in the fiscal year,
shares or
borrowing
money (i) in the course of issuing or seUing shares of the

capital stock of the corporation, or

(ii) in the course of borrowing money used by the

corporation for the purpose of earning income
from a business or property, other than money
used by the corporation for the purpose of

acquiring property the income from which
would be exempt,

but not including any amount in respect of,

(iii) a commission or bonus paid or payable to a

person to whom the shares were issued or sold

or from whom the money was borrowed, or

for or on account of services rendered by a

person as a salesman, agent or dealer in securi-

ties in the course of issuing or selling the

shares or borrowing the money, or

(iv) an amount paid or payable as or on account

of the principal amount of the indebtedness

incurred in the course of borrowing the money,
or as or on account of interest;

^n^certain ^) ^" amount paid in the year in satisfaction of the
obligations principal amount of any bond, debenture, bill, note,

mortgage, hypothec or similar obligation issued by
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the corporation after June 18, 1971 on which interest

was stipulated to be payable, to the extent that the

amount so paid does not exceed,

(i) in any case where the obligation was issued

for an amount not less than 97 per cent of the

principal amount thereof, and the yield from
the obligation, expressed in terms of an annual

rate on the amount for which the obligation

was issued, which annual rate shall, if the terms

of the obligation or any agreement relating

thereto conferred upon the holder thereof a

right to demand payment of the principal

amount of the obligation or the amount out-

standing as or on account of the principal

amount thereof, as the case may be, before

the maturity of the obligation, be calculated

on the basis of the yield that produces the

highest annual rate obtainable either on the

maturity of the obligation or conditional upon
the exercise of any such right, does not exceed

four-thirds of the interest stipulated to be

payable on the obligation, expressed in terms

of an annual rate on,

(A) the principal amount thereof, if no
amount is payable on account of the ^*'

principal amount before the maturity

of the obligation, or

(B) the amount outstanding from time to

time as or on account of the principal

amount thereof, in any other case,

the amount by which the lesser of the principal

amount of the obligation and the amount so

paid in satisfaction of the principal amount
thereof exceeds the amount for which the

obligation was issued, and

(ii) in any other case, one-half of the amount
by which the lesser of the principal amount
of the obligation and the amount so paid in

satisfaction of the principal amount thereof

exceeds the amount for which the obligation

was issued

:

a

ig) an amount payable in the year as a fee for services s^are.^^

rendered by a f)erson as a registrar of or agent for and other

the transfer of shares of the capital stock of the
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Idem

Idem

corporation or as an agent for the remittance to

shareholders of the corporation of dividends declared

by it;

(A) an amount payable in the year as a fee to a stock

exchange for the listing of shares of the capital stock

of the corporation

;

(i) an expense incurred in the year in the course of

printing and issuing a financial report to shareholders

of the corporation or to any other person entitled by
law to receive such report

;

Certification
fee paid to
banK

R.S.C. 1970.
c. B-1

(j) an amount payable by the corporation in the year

as a fee to a bank to which the Bank Act (Canada)

or the Quebec Savings Banks Act applies for the

certification of a non-interest-bearing post-dated bill

drawn by the corporation on the bank and payable

not more than 90 days from the date of the certi-

fication
;

Sale of
bill

Repayment
of loan by
shareholder

{k) where a bill described in clause j that was drawn
by the corporation has been sold by the corporation

in the fiscal year, the amount, if any, by which the

principal amount of the bill exceeds the considera-

tion paid by the purchaser to the corporation for the

bill so sold

;

(/) such part of any loan repaid by the corporation in

the fiscal year as was by subsection 2 of section 19

required to be included in computing the income of the

corporation for a previous year, except to the extent

that the amount of the loan was deductible from the

corporation's income for the purpose of computing
its taxable income for that previous year, if it is

established by subsequent events or otherwise that

the repayment was not made as part of a series of

loans and repayments;

Combined
income and
capital

(w) such part of a payment,

(i) repaying borrowed money used for the purpose

of earning income from a business or property,

other than borrowed money used to acquire

property the income from which would be

exempt, or

(ii) for property acquired for the purpose of gain-

ing or producing income therefrom or for the

purpose of gaining or producing income from
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a business , other than property the income from
which would be exempt,

made by the corporation in the fiscal year as is

by subsection 1 of section 20 required to be included

in computing the recipient's income for a fiscal year;

(«) a reasonable amount as a reserve for, Reserve for
^ ' doubtful

debts

(i) doubtful debts that have been included in

computing the income of the corporation for

that fiscal year or a previous fiscal year, and

(ii) doubtful debts arising from loans made in the

ordinary course of business by a corporation

part of whose ordinary business was the lend-

ing of money

;

(o) subject to subsection 7, where amounts described
^^^^J'J^.^J"

in clause a of subsection 1 of section 16 have been certain

, , , . . , . , . goods and
mcluded m computmg the corporation s income services

from a business for the fiscal year or a previous

fiscal year, a reasonable amount as a reserve in

respect of,

(i) goods that it is reasonably anticipated will

have to be delivered after the end the year,
i^jllf

(ii) services that it is reasonably anticipated will V*^
have to be rendered after the end of the year,

(iii) periods for which rent or other amounts for
V V

the possession or use of land or chattels have
been paid in advance, or

(iv) repayments under arrangements or under-

standings of the class described in subclause

ii of clause a of subsection 1 of section 16 that it

is reasonably anticipated will have to be made
after the end of the year on the return or

resale to the corporation of articles other than
bottles

;

{p) where an amount has been included in computing^the^^^^^® J^o'J.

corporation's income from the business for the fiscal receivable
^

, • /- . . / until later
year or lor a previous fiscal year m respect of prop- year

erty sold in the course of the business and that

amount or a part thereof is not receivable,

(i) where the property sold is property other

than land, until a day that is,
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(A) more than two years after the day on
which the property was sold,

and

Reserve for
quadrennial
survey

R.S.C. 1970,
c. S-9

Bad debts

Employer's
contribution
to pension
fund

(B) after the end of the fiscal year, or

(ii) where the property sold is land, until a day
that is after the end of the fiscal year,

a reasonable amount as a reserve in respect of such
part of the amount so included in computing the

income as may reasonably be regarded as a portion

of the profit from the sale;

(q) such amount as may be prescribed as a reserve for

expenses to be incurred by the corporation by reason

of quadrennial or other special surveys required under

the Canada Shipping Act, or the regulations there-

under, or under the rules of any society or association

for the classification and registry of shipping approved

by the Minister of Transport for the purposes of

the Canada Shipping A ct
;

(r) the aggregate of debts owing to the corporation,

(i) that are established by the corporation to have
become bad debts in the fiscal year, and

(ii) that have, except in the case of debts arising

from loans made in the ordinary course of

business by a corporation part of whose ordin-

ary business was the lending of money, been
included in computing the income of the cor-

poration for the fiscal year or a previous fiscal

year;

(s) an amount paid by the corporation in the fiscal year

or within 120 days from the end of the fiscal year

to or under a registered pension fund or plan in

respect of services rendered by employees of the cor-

poration in the fiscal year, subject , however, as follows

;

(i) in any case where the amount so paid is

the aggregate of amounts each of which is

identifiable as a specified amount in respect

of an individual employee of the corporation,

the amount deductible under this clause in

respect of any one such individual employee
is the lesser of the amount so specified in

respect of that employee and $2,500, and
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(ii) in any other case, the amount deductible

under this clause is the lesser of the amount
so paid and an amount determined in pre-

scribed manner, not exceeding, however,

$2,500 multiplied by the number of employees
of the corporation in respect of whom the

amount so paid by the corporation was paid

by it,

plus such amount as may be deducted as a special

payment under clause u
;

{t) where a registered pension fund or plan contains i**®™

a provision under which the corporation may provide

superannuation or pension benefits for an employee
or former employee of the corporation by making a

lump sum payment to or under the fund or plan

in the fiscal year in which the employee or former

employee,

(i) becomes eligible to retire,

(ii) retires or otherwise ceases to be employed
by the corporation, or

(iii) reaches an age at which the superannuation

or pension benefits so provided for become ^If
payable or commence to be payable to him,

^i -f^V

an amount paid by the corporation in the fiscal year

or within 60 days from the end of the fiscal year , ,.^

pursuant thereto as the lump sum in respect of an L j^

employee or former employee who, in the fiscal year, ^, ',

became eligible to retire, retired or otherwise ceased >

to be employed by the corporation or reached the age

referred to in subclause iii, except to the extent

that it is deductible under clause s

;

(u) where the corporation is an employer, the amount Employer's
r I 1 1 • • 1 /- 1 special con-

oi a special payment made by it in the fiscal year tribution

on account of an employees' superannuation or pension

fund or plan in respect of past services of employees
pursuant to a recommendation by a qualified

actuary in whose opinion the resources of the fund or

plan were required to be augmented by an amount
not less than the amount of the special payment to

ensure that all the obligations of the fund or plan

to the employees may be discharged in full, if the

payment was made so that it is irrevocably vested

in or for the fund or plan and the payment has been
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Scientific
research

Patronage
dividends

approved by the Minister, and for greater certainty

and without restricting the generality of this clause,

it is hereby declared that this clause is applicable

where the resources of a fund or plan were required

to be augmented by reason of an increase in the

superannuation or pension benefits payable out of

or under the fund or plan

;

(v) such amount in respect of expenditures on scientific

research as is permitted by section 39

;

(w) such amounts in respect of payments made by the

corporation pursuant to allocations in proportion

to patronage as are permitted by section 112;

Mining taxes

Employer's
contribution
under profit
sharing plan

Employer's
conlribution
under
registered
supple-
mentary
unemploy-
ment
benefit plan

Employer's
contribution
under
deferred
profit
sharing plan

Cancellation
of lease

Landscaping
of grounds

{x) such amount as is allowed by regulation in respect

of taxes on income for the fiscal year from mining

operations

;

{y) an amount paid by a corporation to a trustee in trust

for employees of such corporation or of a corporation

with which such corporation does not deal at arm's

length, under an employees profit sharing plan as

permitted by section 118;

(z) an amount paid by the corporation to a trustee under

a registered supplementary unemployment benefit

plan as permitted by section 119;

(aa) an amount paid by the corporation to a trustee

under a deferred profit sharing plan as permitted

by subsection 5 of section 120

;

(bb) an amount that would not otherwise be deductible,

paid by the corporation in the fiscal year to a person

with whom it was dealing at arm's length for the

cancellation of a lease of property of the corporation

leased by it to that person

;

{cc) an amount paid by the corporation in the fiscal year

for the landscaping of grounds around a building

or other structure of the corporation that is used by it

primarily for the purpose of gaining or producing

income therefrom or from a business

;

One-half fees
paid to in-
vestment
counsel

{dd) an amount equal to one-half of the fee paid by the

corporation in the fiscal year to a person for advice

as to the advisability of purchasing or selling a

specific share or security, if that person's principal

business is advising others as to the advisability of

purchasing or selling specific shares or securities;
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(ee) an amount paid by the corporation in the fiscal year ^xp®^^®^ °f

as or on account of expenses incurred by it in making sentation

any representation relating to a business carried

on by it,

(i) to the government of a country, province or

state or to a municipal or public body per-

forming a function of government in Canada, or

(ii) to an agency of a government or of a
municipal or public body referred to in sub-

clause i that had authority to make rules,

regulations or by-laws relating to the business

carried on by the corporation,

including any representation for the purpose of

obtaining a licence, permit, franchise or trade mark
relating to the business carried on by the corporation

;

(Jf) an amount paid by the corporation in the fiscal year
of gf^e*^**^°°

for investigating the suitability of a site for a

building or other structure planned by the corporation

for use in connection with a business carried on by
the corporation ; and

lee) an amount paid bv the corporation in the fiscal year utilities
^00/ f J f J service hUti

to a person, other than a person with whom the connection »'•'

corporation was not dealing at arm's length, for the

purpose of making a service connection to its place of

business for the supply, by means of wires, pipe or

conduits, of electricity, gas, telephone service, water •
. y^

or sewers supplied by such person, to the extent that W

'

the amount so paid was not paid, X •

(i) to acquire property of the corporation, or

(ii) as consideration for the goods or services for

the supply of which the service connection

was undertaken or made. R.S.O. 1970, c. 91,

s, 23, amended.

(2) No corporation shall sell, pledge, assign or in any way ^isposai of

disfKDse of any security received by it as payment in whole or where

in part for any property sold by it, where the corporation has sale of

set up a reserve in respect of the sale of the property under this
'"^"'^'^'^^

section unless the corporation has provided the Minister, in

writing, with the names of the purchaser, pledgee or assignee

and with the amount of cash to be received by the corporation

for the security and has obtained the written consent of the

Minister with respect to such transaction. R.S.O. 1970, c. 91,

s. 61 (9).
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Borrowed
money (3) For the purposes of clause c of subsection 1, where a

corporation has borrowed money in consideration of its promise
to pay a larger amount and to pay interest on the larger amount,

(a) the larger amount shall be deemed to be the amount
borrowed ; and

Idem

Uncol-
lectable
portion of
proceeds
of dis-
position
of
depreciable
property

(6) where the amount actually borrowed has been used
in whole or in part for the purpose of earning income
from a business or property, the proportion of the larger

amount that the amount actually so used is of the
amount actually borrowed shall be deemed to be the

amount so used. R.S.O. 1970, c. 91 , s. 23 (6).

(4) For greater certainty, it is hereby declared that where a
corporation has borrowed money,

{a) to repay money previously borrowed ; or

(6) to pay an amount payable for property described
in subclause ii of clause c of subsection 1 previously

acquired

,

the borrowed money shall, for the purposes of section 25 and
clause c or w of subsection 1 , be deemed to have been used for

the purpose for which the money previously borrowed was
used or was deemed by this subsection to have been used, or to

acquire the property in respect of which the said amount was
so payable, as the case may be. R.S.O. 1970, c. 91, s. 23 (7).

(5) Where an amount that is owing to a corporation as or on
account of the proceeds of disposition of depreciable property
of the corporation of a prescribed class is established by it to

have become a bad debt in a fiscal year, there may be
deducted in computing the income of the corporation for the
fiscal year, the lesser of,

(a) the amount so owing to the corporation ; and

(6) the amount, if any, by which the capital cost to the

corporation of that property exceeds the aggregate of

the amounts, if any, reahzed by it on account of the
proceeds of disposition. R.S.O. 1970, c. 91, s. 23 (14).

Sale of (6) Where depreciable property of a corporation has, in a
forsaieof fiscal year, been disposed of to a person with whom the

inciulei corporation was dealing at arm's length, and the proceeds of

o°Si8^8ition disposition include an agreement for sale of or mortgage or

hypothec on land that the corporation has, in a subsequent
fiscal year, sold to a person with whom it was dealing at
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arm's length, there may be deducted in computing the income
of the corporation for the subsequent fiscal year an amount
equal to the lesser of,

{a) the amount, if any, by which the principal amount
of the agreement for sale, mortgage or hypothec
outstanding at the time of the sale exceeds the con-

sideration paid by the purchaser to the corporation

for the agreement for sale, mortgage or hypothec;

and

(b) the amount determined under clause a less the

amount, if any, by which the proceeds of disposition

of the depreciable property exceed the capital cost

to the corporation of that property. R.S.O. 1970,

c. 91, s. 23 (15).

(7) Where an amount is deductible in computing income special
\ '

r 1 4 • reserves

for a fiscal year under clause o of subsection 1 as a reserve in

respect of,

{a) articles of food or drink that it is reasonably anti-

cipated will have to be delivered after the end of the

year; or

(b) transportation that it is reasonably anticipated will

have to be provided after the end of the year, hjU

there shall be substituted for the amount determined there- ^Id
under an amount not exceeding the aggregate of amounts *!

included in computing the corporation's income from the u

business for the year that were received or receivable, depend- i .» >

ing on the method regularly followed by the corporation in **^
.

computing its profit, in the year in respect of, '"••^

(c) articles of food or drink not delivered before the end
of the year; or

{d) transportation not provided before the end of the

year,

as the case may be. R.S.O. 1970, c. 91, s. 61 (3).

(8) Clause o of subsection 1 does not apply to allow a®*°®P"°°

deduction, i

(a) as a reserve in respect of guarantees, indemnities or

warranties;

(6) in computing the income of a corporation for a fiscal

year from a business in any case where the corpora-
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tion's income for the fiscal year from that business

is computed in accordance with the method authorized

by subsection 1 of section 31 ; or

(c) as a reserve in respect of insurance, except that an
insurance corporation shall, in computing its income
for a fiscal year from an insurance business, other

than a life insurance business, carried on by it,

deduct as policy reserves such amounts as are pre-

scribed for the purposes of this clause. R.S.O. 1970,

C.91.S. 61 (4).

No deduction
In respect of
property
in certain
clrcum-
Btances

Application
ofsubs.

Foreign
state
income
taxes

(9) Clause p of subsection 1 does not apply to allow a

deduction in computing the income of a corporation for a

fiscal year from a business in respect of property sold in

the course of the business where the corporation ceases to have
a permanent establishment in Canada or becomes exempt
from tax under any provision of this Part at any time in the

fiscal year or in the immediately following fiscal year. R.S.O.

1970, c. 91, s. 61 (7).

(10) In lieu of making any deduction of an amount per-

mitted by clause ee of subsection 1 in computing its income
for a fiscal year from a business a corporation may, if it so

elects in prescribed manner, make a deduction of one-tenth

of that amount in computing its income for that fiscal year
and a like deduction in computing its income for each of the

immediately following fiscal years. R.S.O. 1970,c.91,s.23(17).

(11) In computing the income of a corporation for a fiscal

year from a business carried on by the corporation in a country
other than Canada, there may be deducted the amount, if any,

of any income or profits taxes paid to the government of a
state, province or other political subdivision of that country
to the extent that such taxes.

(a) were deductible under the laws of that country in

computing the amount for the year on which the cor-

poration is hable to pay income or profits tax imposed
by the government of that country ; and

(b) may reasonably be regarded as having been paid in

respect of the income of the corporation for the fiscal

year from that business. New.

Accrued
bond
interest

(12) Where, by virtue of an assignment or other transfer of

a bond, debenture or similar security, other than an income
bond or an income debenture, including for greater certainty
an assignment or other transfer after June 18, 1971 of a bill,

note, mortgage, hypothec or similar obligation, the transferee
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has become entitled to interest in respect of a period commen-
cing before the time of transfer and ending after that time that

is not payable until after the time of transfer, an amount
equal to that proportion of the interest that the number of

days in the portion of the period that preceded the day of

transfer is of the number of days in the whole period,

(a) shall be included in computing the income of the

transferor for the fiscal year in which the transfer was
made; and

(b) may be deducted in computing the income of the

transferee for a fiscal year in the computation of which

there has been included,

(i) the full amount of the interest under sec-

tion 16, or

(ii) a portion of the interest under clause a. R.S.O.

1970,c. 91,s. 31.

25.—(1) Where in a fiscal year a corporation has acquired ^ost^of^^

property in respect of which the corporation is entitled to money

a deduction under regulations made under clause a of subsection

1 of section 24 in computing its income for that fiscal year,

in this section referred to as "depreciable property", if the

corporation so elects in prescribed manner on or before the

day on or before which the corporation is required by section

145 to file its return for the fiscal year,

(a) in computing the corporation's income for the fiscal

year and for such of the three immediately preceding

fiscal years as the corporation had, if any, clauses

c, d and e of subsection 1 of section 24 do not apply

to the amount or to the part of the amount specified

by the corporation in its election that, but for this

subsection, would have been deductible in computing
the corporation's income, other than exempt income,

for the fiscal year and for those immediately pre-

ceding fiscal years, if any, by virtue of those clauses

in resf)ect of borrowed money used to acquire the

depreciable property or the amount payable for the

depreciable property acquired by it ; and

(6) the amount or part of the amount, as the case may
be, described in clause a shall be added to the

capital cost to it of the depreciable property so

acquired by it. R.S.O. 1970, c. 91, s. 68 (1). Borrowed
money
used for

(2) Where in a fiscal year a corporation has used borrowed exploration.
, , r 1

• II prospecting
money for the purpose of exploration, prospectmg or develop- and
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ment, and the expenses incurred by the corporation in respect

of exploration, prospecting and development are deductible

in computing its income for the fiscal year by virtue of section

63 or would be so deductible by virtue of that section if the

corporation had sufficient income for that fiscal year to p)ermit

the deduction, if the corporation so elects in prescribed manner

on or before the day on or before which the corporation is

required by section 145 to file its return for the fiscal year,

(a) in computing its income for the fiscal year and for

such of the three immediately preceding fiscal years as

the corporation had, if any, clauses c, d and e of

subsection 1 of section 24 do not apply to the amount
or to the part of the amount specified by it in its

election that, but for this subsection, would have been

deductible in computing the corporation's income,

other than exempt income, for the fiscal year and for

those immediately preceding fiscal years, if any, by
virtue of those clauses in respect of borrowed money
used for exploration, prospecting and development;

and

(6) the amount or the part of the amount, as the case may
be, described in clause a shall be deemed to be

exploration, prospecting and development expenses

incurred by the corporation in the fiscal year.

R.S.0. 1970, c. 91, s. 68(2).

"•"
(3) In computing the income of the corporation for a fiscal

year, where the corporation,

(a) in any preceding fiscal year made an election under

subsection 1 in respect of borrowed money used to

acquire depreciable property or an amount payable

for depreciable property acquired by it ; and

(b) in each fiscal year, if any, after that preceding fiscal

year and before the fiscal year, made an election

under this subsection covering the total amount that,

but for this subsection, would have been deductible

in computing the corporation's income, other than
exempt income, for each such year by virtue of

clauses c, d and e of subsection 1 of section 24 in

respect of the borrowed money used to acquire the

depreciable property or the amount payable for the

depreciable property acquired by it,

if it so elects in prescribed manner on or before the day
on or before which it is required by section 145 to file its

Ireturn for the fiscal year, clauses c, d and e of subsection 1
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of section 24 do not apply to the amount or to the part of

the amount specified by it in its election that, but for this

subsection, would have been deductible in computing the

corporation's income, other than exempt income, for the

fiscal year by virtue of those clauses in respect of the borrowed
money used to acquire the depreciable property or the amount
payable for the depreciable property acquired by it, and the said

amount or part of the amount, as the case may be, shall be added
to the capital cost to it of the depreciable property so acquired

by it. R.S.O. 1970, c. 91, s. 68(3).

(4) In computing the income of a corporation for a fiscaH'^e'"

year, where the corporation,

(a) in any preceding fiscal year made an election under

subsection 2 in respect of borrowed money used for

the purpose of exploration, prospecting or develop-

ment; and

(6) in each fiscal year, if any, after that preceding year

and before the fiscal year, made an election under
this subsection covering the total amount that, but

for this subsection, would have been deductible in

computing its income, other than exempt income, for

each such year by virtue of clauses c, d and e of sub-

section 1 of section 24 in respect of the borrowed »^*'

money used for the exploration, prospecting and
development,

if the corporation so elects in prescribed manner on or before

the day on or before which it is required by section 145 to I

file its return for the fiscal year, clauses c, d and e of I

subsection 1 of section 24 do not apply to the amount or to

the part of the amount specified by it in its election that, but

for this subsection, would have been deductible in computing
the corporation's income, other than exempt income, for the

fiscal year by virtue of those clauses in respect of the borrowed
money used for the exploration, prospecting and develop-

ment, and the said amount or part of the amount, as the case

may be, shall be deemed to be exploration, prospecting and
development expenses incurred by the corporation in that

year. R.S.O. 1970. c. 91. s. 68 (4).

(5) Notwithstanding any other provision of this Act, where ^®^^"^
a corporation has made an election in accordance with the

provisions of subsection 1 or 2, such reassessments of tax,

interest or penalties shall be made as are necessary to give

effect thereto. R.S.O. 1970. c. 91, s. 68 (5).
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Sale of
Aooounts
receivable

Ceasing to Carry on Business

26.—(1) Where a person who has been carrying on a
business has, in a fiscal year, sold all or substantially all the

property used in carrying on the business, including the

debts that have been or will be included in computing his

income for that fiscal year or a previous fiscal year and that

are still outstanding, and including the debts arising from
loans made in the ordinary course of his business if part

of his ordinary business was the lending of money and that

are still outstanding, to a purchaser who proposes to continue

the business which the vendor has been carrying on, if the

vendor and the purchaser have executed jointly an election

in prescribed form to have this section apply, the following

rules are applicable,

(a) there may be deducted in computing the vendor's

income for the fiscal year an amount equal to the

difference between the face value of the debts so

sold, other than debts in respect of which the vendor
has made deductions under clause r of subsection 1

of section 24, and the consideration paid by the pur-

chaser to the vendor for the debts so sold;

(6) an amount equal to the difference described in clause

a shall be included in computing the purchaser's in-

come for the fiscal year;

(c) the debts so sold shall be deemed, for the purposes
of clauses n and r of subsection 1 of section 24 to

have been included in computing the purchaser's

income for the fiscal year or a previous fiscal year
but no deduction may be made by the purchaser
under clause r of subsection 1 of section 24 in respect
of a debt in respect of which the vendor has pre-
viously made a deduction ; and

(d) each amount deducted by the vendor in computing
income for a previous fiscal year under clause r of

subsection 1 of section 24 in respect of any of the
debts so sold shall be deemed, for the purpose of

clause i of subsection 1 of section 16, to have been
so deducted by the purchaser. R.S.O. 1970, c. 91,
s. 62 (1).

Statement
by vendor
and
purchaser

(2) An election executed for the purf)oses of subsection 1

shall contain a statement by the vendor and the purchaser
jointly as to the consideration paid for the debts sold by the
vendor to the purchaser and that statement shall, as against
the Minister, be binding upon the vendor and the purchaser
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in so far as it may be relevant in respect of any matter arising

under this Act. R.S.O. 1970, c. 91, s. 62 (2), amended.

27.— (1) Where, upon or after disposing of or ceasing toSa^|of^j,

carry on a business or a part of a business, a corporation has sold

all or any part of the property that was included in the

inventory of the business, the property so sold shall, for the

purposes of this Part, be deemed to have been sold by the

corporation in the course of carrying on the business. R.S.O.

1970, c. 91, s. 63 (1).

(2) Where a person who has been carrying on a business has
as^^o^^igg*^

sold all or part of the property that was included in the paid by
VGndor Rnd

inventory of the business, whether or not he has disposed purchaser

of or ceased to carry on that business or a part of that business,

to a person who has used all or part of the property so sold as

inventory of a business carried on or to be carried on by the

purchaser, and the amount of the consideration paid by the

purchaser is, in part, consideration for the property so sold and,

in part, consideration for something else, the following rules

are applicable,

(a) such part of the consideration as the vendor and the

purchaser have, in writing, agreed to be the price paid

for the property so sold shall be deemed, both for the

purpose of computing income from the business of the

vendor and for the purpose of computing income from
the business of the purchaser, to be the price so paid

;

and

{b) where an agreement as contemplated by clause a

has not been filed with the Minister within sixty days
after notice in writing by the Minister has been
forwarded to the vendor and the purchaser that such

an agreement is required for the purpose of any
assessment of tax under this Act, such part of the

consideration paid as is fixed by the Minister shall be
deemed to be the price agreed upon by them as the

price paid for the property so sold. R.S.O. 1970,

c. 91,5.63(2).

(3) A reference in this section to property that was included ^®!|^,^®"^y

in the inventory of a business shall be deemed to include jn'riu'i^d

, , 1 , , 11,*" Inventory
a reference to property that would have been so mcluded
if the income from the business had not been computed in

accordance with the method authorized by subsection 1 of

section 31 or clause d of subsection 1 of section 36. R.S.O.

1970.C. 91,5.63(3).
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o«Miiiff to 28.—(1 ) Notwithstanding clause b of subsection 1 of section

boaineM 22, where a corporation has ceased to carry on a business,

in computing the income of the corporation for its fiscal

year in which it so ceased to carry on the business,

(a) there shall be deducted the amount of its cumulative

eligible capital in respect of the business at the

time the corporation so ceased to carry on the business

;

(b) no amount is deductible by virtue of clause b of

subsection 1 of section 24 in respect of the business

;

and

(c) notwithstanding clause a of subsection 4 of section

18, its cumulative eligible capital in respect of the

business immediately after the time the corporation

so ceased to carry on the business shall be deemed to be
nil.

b^fnlss (^) ^^^re an individual has ceased to carry on a business and
carried on thereafter a corporation controlled directly or indirectly in any
by controlled

, , • , , , • •

corporation manner whatever by him, has carried on the business, in

computing the cumulative eligible capital in respect of the

business of the corporation at any time after the end of the

fiscal year in which the individual so ceased to carry on the

business, there shall be included the amount of the individual's

cumulative ehgible capital in respect thereof at the end of that

fiscal year. New.

Special Cases

®*°'^* 29.— (1) There shall be included in computing the income
for a fiscal year of a bank, the amount by which the aggregate

of the amounts that, at the end of the fiscal year, are set

aside or reserved by way of write-down of the value of assets

or appropriation to contingency reserves or contingent accounts
for the purpose of meeting losses on loans, bad or doubtful

debts, depreciation in the value of assets other than bank
premises, or other contingencies, is, in the opinion of the

Minister, having regard to all the circumstances, in excess

of the reasonable requirements of the bank. R.S.O. 1970,

c.91,s. 21.

Idem
(2) Notwithstanding clauses a and b of subsection 1 of

section 22, there may be deducted in computing the income
for a fiscal year of a bank, such amount as is set aside or

reserved for the fiscal year either by way of write-down
of the value of assets or appropriation to any contingency
reserve or contingent account for the purpose of meeting
losses on loans, bad or doubtful debts, depreciation in the
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value of assets other than bank premises, or other con-

tingencies, and is, in the opinion of the Minister, having regard

to all the circumstances, not in excess of the reasonable

requirements of the bank. R.S.O. 1970, c. 91, s. 23 (8).

30.—(1) Where a corporation to which the exemptions pro- corporations

vided by clause b of subsection 1 of section 122 and the specially

reduced tax provided by subsection 1 of section 135 would other-

wise apply is prescribed by regulation, such exemptions and
specially reduced tax do not apply. R.S.O. 1970, c. 91, s. 59(1).

(2) Where land has been transferred to a corporation pre-
^/"f^^®"*^

scribed in the regulations for the purpose of disposition, thefordis-

acquisition of the property by the corporation and any dis-

position thereof shall be deemed not to have been in the

course of the business carried on by the corporation. R.S.O.

1970. c. 91, s. 59 (4).

31.—(1) For the purpose of computing the income of a cor-^^g^egf

poration for a fiscal year from a farming business, the income
from the business for that fiscal year may, if the corporation

so elects under subsection 1 of section 28 of the Income Tax A ct
c^gs'^can

)

(Canada), be computed in accordance with a method, herein-

after in this section referred to as the "cash" method, whereby
the income therefrom for that fiscal year shall be deemed to be

an amount equal to,

(a) the aggregate of all amounts that, .

(i) were received in the year, or are deemed by
|

this Act to have been received in the year, in '
ii

the course of carrying on the business, and « ^i

(ii) were in payment of or on account of an amount v
that would, if the income from the business

were not computed in accordance with the

cash method, be included in computing income
therefrom for that or any other year,

minus,

(6) the aggregate of all amounts that

,

(i) were paid in the year, or are deemed by this

Act to have been paid in the year, in the

course of carrying on the business, and

(ii) were in payment of or on account of an amount
that would, if the income from the business

were not computed in accordance with the

215
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cash method, be deductible in computing in-

come therefrom for that or any other year,

any minus and deductions for the year permitted by clauses

a and h of subsection 1 of section 24. R.S.O. 1970, c. 91,

s. 64 (1) (a).

(2) Subsection 1 does not apply for the purpose of computing

the income of a corporation for a fiscal year from a farming

business carried on by it jointly with one or more other per-

sons, unless each of the other persons by whom the business

is jointly carried on has elected to have his income from the

business for that year computed in accordance with the

method authorized by that subsection. R.S.O. 1970, c. 91,

s. 64(2).

(3) Where a corporation has filed a return under Part V
for a fiscal year wherein its income for that fiscal year from a

farming business has been computed in accordance with the

method authorized by subsection 1, income from the business

for a subsequent fiscal year shall, subject to the other pro-

visions of this Part, be computed in accordance with that

method unless the corporation, with the concurrence of the

Minister and upon such terms and conditions as are specified

by the Minister, adopts some other method. R.S.O. 1970,

c. 91, s. 64(3).

Sstdence (^) Where a corporation that, at a time when it was a

resident of Canada, carried on a business the income from

which was computed in accordance with the method authorized

by subsection 1 has, upon or after disp)osing of or ceasing to

carry on the business or a part of the business, ceased to

be a resident of Canada in a fiscal year, an amount equal

to the value, at the time it ceased to be a resident of Canada,
of,

{a) such part of the property that would have been
included in the inventory of the business or the part

of the business if the income from the business had
not been computed in accordance with the method
authorized by subsection 1 as remained the property

of the corporation at the time it ceased to be a

resident of Canada ; and

(6) such part of amounts outstanding at the time the

corporation ceased to be a resident of Canada as or on
account of debts owing to the corporation that arose

in the course of carrying on the business as would
have been included in computing its income for the

fiscal year if the amounts had been received by it in

the year at a time when it was a resident of Canada,
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shall be included in computing its income for the fiscal year.

R.S.O. 1970, c. 91, s. 64(4), amended.

(5) There shall be included in computing the income of a ^g°^<^g0^^ts^

corporation for a fiscal year such part of an amount received

by it in the year, upon or after disposing of or ceasing to

carry on a business or a part of a business, for, on account

or in lieu of payment of, or in satisfaction of debts owing

to the corporation that arose in the course of carrying on

the business as would have been included in computing the

income of the corporation for the fiscal year had the amount
so received been received by it in the course of carrying on
the business. R.S.O. 1970, c. 91, s. 64 (5).

32. Notwithstanding clauses a and b of subsection 1 of[^i^^"'^8:

section 22, there may be deducted in computing a corporation's je^^ning

mcome for a fiscal year from a farmmg busmess any amount laying tue

paid by it in the fiscal year for clearing land, levelling
^* "*^

land or laying tile drainage for the purpose of carrying on
the farming business. R.S.O. 1970, c. 91, s. 23 (16).

33.—(1) Where a corporation's chief source of income for^^^fng"^

a fiscal year is neither farming nor a combination of farming ^J^^/^fg^Q^*®^

and some other source of income, for the purposes of sections i."come not

12 and 99 its loss, if any, for the fiscal year from all farming

businesses carried on by it shall be deemed to be the lesser of

,

(a) the amount by which the aggregate of its losses

for the fiscal year otherwise determined from all

farming businesses carried on by it exceeds the

aggregate of its incomes for the fiscal year from all i

such businesses; and
»*..-•

(b) $2,500 plus the lesser of,

(i) one-half of the amount by which the amount
determined under clause a exceeds $2,500,

and

(ii) $2,500,

and for the purposes of this Act the amount, if any, by which
the amount determined under clause a exceeds the amount
determined under clause b is the corporation's "restricted

farm loss" for the fiscal year. R.S.O. 1970, c. 91, s. 25 (1).

(2) For the purp)ose of this section, the Minister may ^®^®[^*"*"

determine that a corporation's chief source of income for a Minister

fiscal year is neither farming nor a combination of farming

and some other source of income. R.S.O. 1970, c. 91 , s. 25 (2).

215



68

intaranoe 34.—(1) Clause of subsection 1 of section 24 does not

anS'brokeni apply to allow a deduction to an insurance agent or broker

in respect of unearned commissions but a corporation may,

in computing its income from a business as an insurance agent

or broker for a fiscal year, deduct as a reserve in respect

of unearned commissions an amount equal to the proportion of

an amount that has been included in computing its income for

the fiscal year or a previous fiscal year as a commission in

respect of an insurance contract, other than a life insurance

contract, that,

{a) the number of days in that portion of the period

provided for in the insurance contract that is after

the end of the fiscal year.

isof

,

{h) the whole of that period. R.S.O. 1970, c. 91, s. 61 (5).

ReMrve
to be
included

(2) There shall be included as income of a corporation for

a fiscal year from a business as an insurance agent or broker,

the amount deducted under subsection 1 in computing its

income therefrom for the immediately preceding fiscal

year. New.

Lending
of money
on security

35.—(1) In computing the income for a fiscal year of a

corporation whose business includes the lending of money
on the security of a mortgage, hypothec or agreement of sale

of real property, there may be deducted as a reserve, in lieu

of any deduction under clause n of subsection 1 of section 24,

such amount as the corporation may claim not exceeding the

lesser of,

[a) 1
1/2 per cent of the aggregate of.

(i) each amount outstanding at the end of the

fiscal year as or on account of the principal

amount of loans made by the corporation on
the security of a mortgage, hypothec or

agreement of sale of real property, or as or on
account of the principal amount of any such
mortgage, hypothec or agreement of sale

purchased by it,

(ii) each amount due and unpaid at the end of

the fiscal year as or on account of interest

payable to the corporation under a mortgage,
hypothec or agreement of sale of real property,

and

215



69

(iii) each amount that has been taken into account in

computing the income of the corporation for the

fiscal year as or on account of the value of real

property of the corporation that was included

in the inventory of the corporation at the

end of the fiscal year and that was acquired,

by foreclosure or otherwise, after default made
under a mortgage, hypothec or agreement of

sale of real property, otherwise than as or

on account of the value of real property in

respect of which any amount for the fiscal

year has been included under subclause i or

ii ; and

{b) the amount, if any, deducted under this subsection

as a reserve in computing the corporation's income
for the immediately preceding fiscal year plus one-

third of the amount determined under clause a,

but no deduction may be made under this subsection as a

reserve in respect of loans made on the security of a mortgage

or hypothec under the National Housing Act (Canada) or any ^^^jj^^^^^^-jg

of the Housing Acts as defined in section 2 of the Central

Mortgage and Housing Corporation Act (Canada) . R.S.O. 1970,

c. 91, s. 65(a).

(2) There shall be included as income of a corporation for a^^®^!''^®

fiscal year from a business described in subsection 1, the included

amount deducted under that subsection as a reserve in

computing its income therefrom for the immediately preceding

fiscal year. R.S.O. 1970, c. 91, s. 65 (6).

36.—(1) In computing the income of a corporation for aP^°^®||^°"*^

fiscal year from a business that is a profession, the following

rules apply,

(a) clause b of subsection 1 of section 16 and clause o

of subsection 1 of section 24 are not applicable

;

(6) every amount that becomes receivable by it in the

fiscal year in respect of property sold or services

rendered in the course of the business shall be included

;

(c) for the purposes of clause b, an amount shall be

deemed to have become receivable in respect of

services rendered in the course of the business on the

day that is the earliest of,

(i) the day upon which the account in respect of

the services was rendered,
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(ii) the day upon which the account in respect of

those services would have been rendered had
there been no undue delay in rendering the

account in respect of the services, and

(iii) the day upon which the corporation was paid

for the services ; and

(d) where the corporation so elects in its return of income
1970-71. under Part I of the Income Tax Act (Canada) for

° ^ *
"^

the fiscal year, no amount shall be included in respect

of work in progress at the end of the fiscal year, except

as otherwise provided by this section.

o/eu'^V°d) (2) Where a corporation has elected that clause d of

election
subsection 1 be applicable in computing its income for a

made fiscal year from a business that is a profession, that clause

shall apply in computing its income from the business for all

subsequent fiscal years unless the corporation, with the

concurrence of the Minister and upon such terms and conditions

as are specified by the Minister, revokes its election to have
that clause apply. New.

toire and 37 .— ( 1 ) Where a share of the capital stock of a corporation,
jrrub-
stakers

(a) IS received in a fiscal year,

(i) by a person who has, either under an arrange-

ment with a prospector made before the pros-

pecting, exploration or development work or

as an employer of a prospector, advanced
money for, or paid part or all of, the expenses

of prospecting or exploring for minerals or of

developing a property for minerals, and

(ii) as consideration for the disposition by the

person referred to in subclause i to the

corporation of a mining property or interest

therein acquired under the arrangement under
which the corporation made the advance or

paid the expenses, or if the prospector was
its employee, acquired by it through the

employee's efforts,

the following rules apply,

(6) notwithstanding any other provision of this Act, no
amount in respect of the receipt of the share shall be
included in computing the income for the fiscal year
of the person

;
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(c) notwithstanding Subdivision B, in computing the cost

to the person of the share, no amount shall be

included in respect of the mining property or interest

therein, as the case may be ; and

(d) notwithstanding section 63, in computing the cost to

the corporation of the mining property or the interest

therein, as the case may be, no amount shall be

included in respect of the share. R.S.O. 1970, c. 91,

s.57(2).

(2) In this section, ^If^^^^^

(a) "mining property" means a right to prospect,

explore or mine for minerals or a property the

principal value of which depends upon its mineral

content ; and

(b) "prospector" means an individual who prospects or

explores for minerals or develops a prop)erty for

minerals on behalf of himself, on behalf of himself

and others or as an employee. R.S.O. 1970, c. 91,

s. 57(1).

38. Where any amount in respect of an expenditure in-^^^^^j^g

curred by a corporation on or in respect of the repair, replace-

ment, alteration or renovation of depreciable property of the

corporation of a class prescribed by the regulations made for

the purposes of this section is, under a uniform classification

and system of accounts and returns prescribed by the

Canadian Transport Commission pursuant to the Railway Act^-^^^ ^^'^^'

(Canada), required to be entered in the books of the corpora-

tion otherwise than as an expense,

(a) no deduction may be made in respect of that expendi-

ture in computing the income of the corporation for

the fiscal year; and

{b) for the purposes of section 17 and regulations made
under clause a of subsection 1 of section 24, the

corporation shall be deemed to have acquired, at the

time the expenditure was incurred, depreciable

property of that class at a capital cost equal to that

amount. R.S.O. 1970, c. 91, s. 60 (3).

30.— ( 1 ) There may be deducted in computing the income
^eilarch^

for a fiscal year of a corporation that had a f)ermanent establish-

ment in Canada and made expenditures in respect of scientific

research in the fiscal year the amount by which the aggregate of,
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(a) all expenditures of a current nature made in Canada
in the fiscal year,

(i) on scientific research related to the business

and directly undertaken by or on behalf of the

corporation,

(ii) by payments to an approved association that

undertakes scientific research related to the

class of business of the corporation,

(iii) by payments to an approved university,

college, research institute or other similar

institution to be used for scientific research

related to the class of business of the corpora-

tion,

(iv) by payments to a corporation resident in

Canada and exempt from tax under clause g of

subsection 1 of section 122, or

(v) by payments to a corporation resident in

Canada for scientific research related to the

business of the corporation

;

(b) such amount as may be claimed by the corporation

not exceeding the lesser of,

(i) the expenditures of a capital nature made in

Canada, by acquiring property other than land,

in the fiscal year and any previous fiscal year
ending after 1958 on scientific research relating

to the business and directly undertaken by
or on behalf of the corporation, and

(ii) the undepreciated capital cost to the corpora-

tion of the property so acquired as at the end
of the fiscal year, before making any deduction
under this clause in computing the income of

the corporation for the fiscal year; and

(c) all expenditures in the fiscal year by way of repayment
of amounts paid to the corporation under an
Appropriation Act (Canada) and on terms and
conditions approved by the Minister for the purpose
of advancing or sustaining the technological capability
of Canadian manufacturing or other industry,

exceeds the aggregate of amounts paid to the corporation in

the fiscal year under an Appropriation Act (Canada) and on
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terms and conditions described in clause c. R.S.O. 1970, c. 91,

s. 46 (1).

(2) There may be deducted in computing the income for a^®^|^^g°^

fiscal year of a corporation that carried on business in Canada Canada

and made exp^ditures in the fiscal year in respect of scientific

research carried on outside Canada, all such expenditures of a

current nature made in the fiscal year,

(a) on scientific research related to the business and

directly undertaken by or on behalf of the corpora-

tion; or

{b) by payments to an approved association, university,

college, research institute or other similar institution

to be used for scientific research related to the class

of business of the corporation. R.S.O. 1970, c. 91,

s. 46 (2).

(3) Where any particular activity constitutes scientific i^em

research for the purposes of section 37 of the Income Tax Act^^'j^J^

(Canada), such particular activity shall constitute scientific

research for the purposes of this Act. R.S.O. 1970, c. 91,

s. 46 (3).

(4) No deduction may be made under this section in respect Deductions

of an expenditure made to acquire rights in, or arising out of, v-^

scientific research. R.S.O. 1970, c. 91, s. 46 (4).
^^

^.

(5) Where in respect of an expenditure on scientific research i*^®™

made by a corporation in a fiscal year an amount is deductible

under this section and under section 98 no deduction may be ,
^'

made in respect of the expenditure under section 98 in

computing the taxable income of the corporation for any fiscal

year. R.S.O. 1970, c. 91, s. 46 (5).

(6) An amount claimed under clause b of subsection 1 inj^^^l"^}^

computing a deduction under that subsection shall, for thecapiui
*^ " nature

purpose of section 17, be deemed to be an amount allowed to

the corporation in respect of the property acquired by the

expenditures under regulations made under clause a of sub-

section 1 of section 24, and for that purpose the property

acquired by the expenditures shall be deemed to be of a

separate prescribed class. R.S.O. 1970, c. 91, s. 46 (7).

(7) In this section,
{Suds'"®'

(a) "approved" means approved by the Minister

;

(6) "scientific research" has the meaning given to that

expression by regulation

;
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(c) references to expenditures on or in respect of scientific

research,

(i) where the references occur in subsection 2,

include only expenditures incurred for and

wholly attributable to the prosecution of

scientific research, and

(ii) where the references occur other than in sub-

section 2, include only expenditures incurred

for and wholly attributable to the prosecution

or the provision of facihties for the prosecution,

of scientific research in Canada ; and

(d) references to scientific research relating to a business

or class of business include any scientific research that

may lead to or facilitate an extension of that business

or, as the case may be, business of that class. R.S.O.

1970. c. 91. s. 46 (6).

Subdivision B—taxable capital gains

and allowable capital losses

taxable*
°' *®' ^°^ ^^^ purposes of this Act,

cai^tal galD

capital (a) a corporation's taxable capital gain for a fiscal year
*°"

from the disposition of any property is one-half of its

capital gain for the fiscal year from the disposition

of that property ; and

(b) a corporation's allowable capital loss for a fiscal year

from the disposition of any property is one-half of its

capital loss for the fiscal year from the disposition of

that property. New.

Mean^of 41.—(1) For the purposes of this Act,
gain and
capital
1088 (a) a corporation's capital gain for a fiscal year from the

disposition of any property is the corporation's gain

for the year determined under this Subdivision (to

the extent of the amount thereof that would not, if

section 12 were read without reference to the expres-

sion "other than a taxable capital gain from the

disposition of a property" in clause a thereof and

without reference to clause b thereof, be included in

computing the corporation's income for the fiscal

year or any other fiscal year) from the disposition of

any prof)erty of the corporation otiier than.

(i) eligible capital property,
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I
(ii) property, any amount receivable by the cor-

f
poration for the disposition of which is required

to be included in computing the corporation's

I income for the fiscal year by virtue of section

] 59, or

(iii) a life insurance policy within the meaning of

^
section 138 of the Income Tax Act (Canada) ,

i^'^o-^i-^j^

^

F except an annuity contract ; and

{b) a corporation's capital loss for a fiscal year from the

disposition of any property is the corporation's loss

for the year determined under this Subdivision (to the

extent of the amount thereof that would not, if

section 12 were read in the manner described in

clause a of this subsection, be deductible in computing

the corporation's income for the fiscal year or any
other fiscal year) from the disposition of any property

of the corporation other than,

(i) depreciable property, or

(ii) property described in subclause i, ii or iii of

clause a.

i

i (2) Notwithstanding subsection 1, where, by virtue of any^*g}^\j^

''I fluctuation after 1971 in the value of currency or currencies of losses in
rcspccti

one or more countries other than Canada relative to Canadian of foreign

currency, a corporation has made a gain or sustained a loss in

a fiscal year, the following rules apply,

(a) the amount, if any, by which,

(i) the aggregate of all such gains made by the

corporation in the fiscal year (to the extent of

the amount thereof that would not if section

12 were read in the manner described in clause

a of subsection 1 of this section, be included in

computing the corporation's income for the

fiscal year or any other fiscal year),

exceeds

I*
(ii) the aggregate of all such losses sustained by the

^ corporation in the fiscal year, to the extent of

the amounts thereof that would not, if section

12 were read in the manner described in

clause a of subsection 1 of this section be

deductible in computing the corporation's

income for the fiscal year or any other fiscal year,
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shall be deemed to be a capital gain of the corporation

for the fiscal year from the disposition of currency

of a country other than Canada, the amount of which

capital gain is the amount determined under this

clause; and

(b) the amount, if any, by which,

(i) the aggregate determined under subclause ii

of clause a,

exceeds

(ii) the aggregate determined under subclause i of

clause a,

shall be deemed to be a capital loss of the corporation

for the year from the disposition of currency of a

country other than Canada, the amount of which
capital loss is the amount determined under this

clause.

Qji^,^ (3) Where a corporation has issued any bond, debenture or
pbonds similar obhgation and has at any subsequent time in a fiscal

year and after 1971 purchased the obligation in the open
market, in the manner in which any such obligation would
normally be purchased in the open market by any member
of the public,

(a) the amount, if any, by which the amount for which
the obligation was issued by the corporation exceeds

the purchase price paid or agreed to be paid by the
corporation for the obligation shall be deemed to be
a capital gain of the corporation for the fiscal year
from the disposition of a capital property ; and

(6) the amount, if any, by which the purchase price paid
or agreed to be paid by the corporation for the

obligation exceeds the greater of the principal

amount thereof and the amount for which it was issued

by the corporation shall be deemed to be a capital

loss of the corporation for the fiscal year from the
disposition of a capital property,

to the extent of the amount of the capital gain or capital

loss, as the case may be, that would not, if section 12 were
read in* the manner described in clause a of subsection 1 of

this section, be included or be deductible, as the case may
be, in computing the corporation's income for the fiscal year or
any other fiscal year. New.
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42.— ( 1 ) Except as otherwise expressly provided in this Part ,
a«nerai rules

(a) a corporation's gain for a fiscal year from the dis-

position of any property is the amount, if any, by
which,

(i) if the property was disposed of in the fiscal

year, the amount, if any, by which the

corporation's proceeds of disposition exceed

the aggregate of the adjusted cost base to it of

the property immediately before the disposi-

tion and any outlays and expenses to the

extent that they were made or incurred by the

corporation for the purpose of making the

disposition, or

(ii) if the property was disposed of before the

fiscal year, the amount, if any, claimed by the

corporation under subclause iii in computing
the corporation's gain for the immediately
preceding fiscal year from the disposition of

the property,

exceeds

(iii) such amount as the corporation may claim,

not exceeding a reasonable amount as a reserve tV^i

in respect of such of the proceeds of disposition

of the property that are not due to the cor-

poration until after the end of the fiscal year

as may reasonably be regarded as a portion

of the amount determined under subclause i in

respect of the property; and

{b) a corporation's loss for a fiscal year from the dis-

position of any property is,

(i) if the property was disposed of in the fiscal

year, the amount, if any, by which the aggre-

gate of the adjusted cost base to the corporation

of the property immediately before the dis-

position and any outlays and expenses to the

extent that they were made or incurred by
the corporation for the purpose of making the

disposition, exceeds its proceeds of disposition

of the prof)erty, and

(ii) in any other case, nil.

(2) Notwithstanding subsection 1

,

umiutions

215
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(a) subclause iii of clause a of subsection 1 does not apply

to permit a corporation to claim any amount there-

under in computing a gain for a fiscal year if the

corporation was, at any time in the fiscal year or the

immediately following fiscal year, not resident in

Canada

;

(6) a corporation's loss for a fiscal year from the dis-

position of a bond or debenture is its loss therefrom

for the fiscal year otherwise determined, less the

aggregate of such amounts received by it as, on
account or in lieu of payment of, or in satisfaction of

interest thereon as were, by virtue of clause e of

subsection 1 of section 75, not included in computing
its income

;

(c) a corf)oration's loss otherwise determined from the

disposition of any property disposed of by it to,

(i) a person by whom it was controlled, or

(ii) a corporation that was controlled by a person

described in subclause i,

is nil;

(rf) a corporation's gain or loss from the disposition of,

(i) a chance to win a prize, or

(ii) a right to receive an amount as a prize,

in connection with a lottery scheme is nil ; and

a corp)oration's loss, if any, from the disposition of a
property, to the extent that it is,

(i) a superficial loss,

(ii) a loss from the disposition of a debt or other
right to receive an amount, unless the debt or

right, as the case may be, was acquired by the
corporation for the purpose of gaining or pro-

ducing income from a business or property,
other than exempt income, or as consideration
for the disposition of capital property to a
person with whom the corporation was dealing
at arm's length, or
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(iii) a loss from the disposition of any personal-use

property of the corporation other than listed

personal property,

is nil.

(3) Where, Deemed gain
where
amounts

{a) the aggregate of all amounts required by subsection deducted

2 of section 55, except clause b thereof, to be deducted ac^usted

in computing the adjusted cost base to a corporation e°^gg|'gog^

of any property at any time in a fiscal year,
?obe*added to
adjusted

exceeds cost base

{b) the aggregate of the cost to it of the property and all

amounts required by subsection 1 of section 55 to be

included in computing the adjusted cost base to a
corporation of that property at that time,

the amount of the excess shall be deemed to be a gain of the

corporation for the fiscal year from a disposition at that time

of that property. New.

43.—(1) For the purposes of this Part, a corporation's ^®*^\°^°[

taxable net gain for a fiscal year from dispositions of listed ?ai° from

personal prop)erty is one-half of the amount determined under of listed

subsection 2 to be its net gain for the fiscal year from dispositions property

of such property.

(2) A cor|X)ration's net gain for a fiscal year from dis- ^^^^^jfj^j^jj.

positions of listed personal property is an amount determined °et gain

as follows,

(a) determine the amount, if any, by which the aggregate
of its gains for the fiscal year from dispositions of
listed personal prof)erty exceeds the aggregate of its

losses for the fiscal year from dispositions of listed

personal property; and

(6) deduct from the amount determined under clause a
its listed-personal-property losses for the five fiscal

years immediately preceding and the fiscal year im-
mediately following the fiscal year, except that for
the purposes of this clause,

(i) an amount in respect of a listed-personal-

property loss is only deductible to the extent
that it exceeds the aggregate of amounts
previously deductible in respect of that loss

under this clause,
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"Ll8t«d-
personal-

(ii) no amount is deductible in respect of the listed-

personal-property loss of any fiscal year until

the deductible listed-personal-property losses

for previous fiscal years have been deducted,

and

(iii) no amount is deductible in respect of listed-

personal-property losses from the amount
determined under clause a for a fiscal year ex-

cept to the extent of the amount so determined

for the fiscal year,

and the remainder determined under clause h is the corpora-

tion's net gain for the fiscal year from dispositions of listed

personal property.

(3) In this section, "listed-personal-property loss" of a

corporation for a fiscal year means the amount, if any, by
which the aggregate of its losses for the fiscal year from dis-

positions of listed personal property exceeds the aggregate of

its gains for the fiscal year from dispositions of listed personal

property. New.

Bubjrotto
°* 4^4r, In computing a corporation's proceeds of disposition of

warranty any property for the purposes of this Subdivision, there shall

be included any amount received or receivable by the cor-

poration as consideration for any warranty, covenant or other

conditional or contingent obligation incurred by the corporation

in respect of the disposition, and in computing the corporation's

income for the fiscal year in which the property was disposed

of or for any of the six immediately following fiscal years, any
outlay or expense made or incurred by the corporation in any
such fiscal year pursuant to or by virtue of the obligation

shall, if the obligation was a legal obligation incurred by the

corfX)ration, be deemed to be a loss of the corporation for that

fiscal year from the disposition of a capital prof)erty. New.

OM" defined

Part
dlspositionB

Deferral
of grain on
involuntary
dlspoeitiona

45. For the purpose of computing a corporation's gain for a

fiscal year from the disposition of a part of a property, the

adjusted cost base to the corporation, immediately before the

disposition, of that part is such portion of the adjusted cost

base to the corporation at that time of the whole property as

may reasonably be regarded as attributable to that part. New.

46. Where in a fiscal year a corporation has received pro-

ceeds of disfX)sition described in subclause iii or iv of clause i

of section 56 of any property, in this section referred to as its

"former property", and, before the end of the following fiscal

year, has expended an amount to acquire other property as a
replacement for its former property, notwithstanding sub-
section 1 of section 42.
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(a) the gain, if any, from the disposition of its former

property is the lesser of,

(i) the gain therefrom otherwise determined, and

(ii) the amount, if any, by which the proceeds of

disposition of its former property exceed the

cost to the corporation, otherwise determined,

of the other property; and

(b) the cost to the corporation of the other property shall

be deemed to be the cost to the corporation of the

other property otherwise determined, minus the

amount, if any, by which the gain described in sub-

clause i of clause a exceeds the excess, if any, deter-

mined under subclause ii of clause a. New.

47.—(1) For the purposes of this Subdivision the following Pro^^ty

rules apply, than one
more

1

use

{a) where a corporation,

(i) having acquired property for some other

purpose, has commenced at a later time to use

it for the purpose of gaining or producing

income therefrom, or for the purpose of gaining

or producing income from a business, or

(ii) having acquired property for the purpose of

gaining or producing income therefrom or for

the purpose of gaining or producing income
from a business, has commenced at a later time

to use it for some other purpose,

the corporation shall be deemed to have,

(iii) disposed of it at that later time for proceeds

equal to its fair market value at that later

time, and

(iv) immediately thereafter reacquired it at a cost

equal to that fair market value;

(6) where property has, since it was acquired by a cor-

poration, been regularly used in part for the purpose

of gaining or producing income therefrom or for the

purpose of gaining or producing income from a busi-

ness and in part for some other purpose, the corpora-

tion shall be deemed to have acquired, for that other

purpose, the proportion of the property that the use
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regularly made of the property for that other purpose
is of the whole use regularly made of the property at a

cost to the corf)oration equal to the same proportion

of the cost to it of the whole property; and, if the

property has, in such a case, been disposed of, the

proceeds of disposition of the proportion of the

property deemed to have been acquired for that

other purfKJse shall be deemed to be the same propor-

tion of the proceeds of disposition of the whole pro-

perty ; and

(c) where, at any time after a corporation has acquired
property, there has been a change in the relation

between the use regularly made by the corporation of

the property for gaining or producing income there-

from or income from a business and the use regularly

made of the property for other purposes,

(i) if the use regularly made by it of the property
for those other purposes has increased, it shall

be deemed to have,

(A) disposed of property at that time for

proceeds equal to the proportion of the

fair market value of the property at

that time that theamount of the increase

in the use regularly made by the cor-

poration of the property for those other
purposes is of the whole use regularly

made of the property, and

(B) immediately thereafter reacquired the
property so disposed of at a cost equal
to the proceeds referred to in sub-
subclause A, and

(ii) if the use regularly made by the corporation
of the property for those other purposes has
decreased, it shall be deemed to have disposed
of property at that time and the proceeds of

disposition shall be deemed to be an amount
equal to the proportion of the fair market
value of the property at that time that the
amount of the decrease in use regularly made
by it of the property for those other purposes
is of the whole use regularly made of the
property.

5&re°° (2) For the purposes of this Subdivision and section 1 7 , where

fn^ clause a of subsection 1 and paragraph 2 of subsection 6 of
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section 17 would otherwise be applicable in respect of any
property of a corporation for a fiscal year and the corporation

so elects as provided under subsection 2 of section 45 of the

Income Tax Ad (Canada) , the corporation shall be deemed not ^^"^yQ-^^

to have commenced to use the property for the purpose of

gaining or producing income therefrom or for the purpose of

gaining or producing income from a business except that if the

corporation rescinds such election in a subsequent fiscal year

in respect of the property, it shall be deemed to have com-
menced so to use the property on the first day of that subse-

quent fiscal year. New.

48.— ( 1 ) Where a corporation has disposed of any personal- u|Jt°oMrty
use property of the corporation, for the purposes of this

Subdivision,

(a) the adjusted cost base to the corporation of the

property immediately before the disposition shall be

deemed to be the greater of $1,000 and the amount
otherwise determined to be its adjusted cost base to

it at that time; and

(b) its proceeds of disposition of the property shall be

deemed to be the greater of $1,000 and its proceeds

of disposition of the property otherwise determined.

(2) Where a corporation has disposed of part of a personal- ^^^'g/'*''*^

use property owned by it and has retained another part of the property

property, for the purposes of this Subdivision, of

(a) the adjusted cost base to the corporation immediately
before the disposition, of the part so disposed of shall

be deemed to be the greater of,

(i) the adjusted cost base to it at that time of

that part otherwise determined, and

(ii) that proportion of $1,000 that the amount
determined under subclause i is of the adjusted

cost base to it at that time of the whole
property; and

(b) the proceeds of disposition of the part so disposed of

shall be deemed to be the greater of,

(i) the proceeds of disposition thereof otherwise

determined, and

(ii) the amount determined under subclause ii of

clause a.
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*^!^^*j*» (3) For the purposes of this Subdivision, where a number
diapo8«<i of personal-use properties of a corporation that would, if the

proi:)erties were disposed of, ordinarily be disposed of in one

disposition as a set,

(a) have been disposed of by more than one disposition

so that all of the properties have been acquired by
one person or by a group of persons not dealing

with each other at arm's length; and

(b) had, immediately before the first disposition referred

to in clause a, an aggregate fair market value greater

than $1,000.

the properties shall be deemed to be a single personal-use

property and each such dispK)sition shall be deemed to be a

disposition of a part of that property.

vSueof**" W Where it may reasonably be regarded that, by reason of

personal- a decrease in the fair market value of any personal-use property
ase property -^ ^ r r j
ofcorpora- of a Corporation, partnership or trust,

(a) a corporation's gain, if any, from the disposition of a

share of the capital stock of a corporation, an interest

in a trust or an interest in a partnership has become
a loss, or is less than it would have been if the

decrease had not occurred; or

(6) a corporation's loss, if any, from the disposition of a

share or interest described in clause a is greater than
it would have been if the decrease had not occurred,

the amount of the gain or loss, as the case may be, shall be
deemed to be the amount that it would have been but for

the decrease. New.

pJopertSs
*®*—^^) Where at any particular time after 1971 a corpora-

tion that owns one property or two or more identical pro-

perties that was or each of which was, as the case may be,

acquired by it after 1971, acquires one or more other properties,

in this subsection referred to as "newly-acquired properties",

each of which is identical to each such previously-acquired
property, for the purposes of computing, at any subsequent
time, the adjusted cost base to the corporation of each such
identical property,

(a) the corporation shall be deemed to have disposed of

each such previously-acquired property immediately
before the particular time for proceeds equal to its

adjusted cost base to it immediately before the par-

ticular time; and
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{b) the corporation shall be deemed to have acquired

each such identical property at the particular time at

a cost equal to the quotient obtained when,

(i) the aggregate of the adjusted cost bases to the

corporation immediately before the particular

time of the previously-acquired properties, and
the cost to it, determined without reference to

this section, of the newly-acquired properties,

is divided by

(ii) the number of such identical properties owned
by the corporation immediately after the

particular time.

(2) For the purposes of subsection 1, where a group of^entfcai
identical properties referred to in that subsection is a group properties

of identical obligations within the meaning of subsection 3,

subclause ii of clause b of subsection 1 shall be read as follows

:

"(ii) the quotient obtained when the aggregate of

the principal amounts of all such identical

properties owned by the corporation immedi-
ately after the particular time is divided by
the principal amount of the identical property.

(3) For the purposes of this Subdivision, one bond, deben- ^®°^°°<*^'

ture, bill, note or other similar obligation issued by a debtor is identical

identical to another such obligation issued by that debtor if

both are identical in respect of all rights, in equity or other-

wise, either immediately or in the future and either absolutely

or contingently, attaching thereto, except as regards the

principal amount thereof. New.

50.—(1) For the purf)oses of this Subdivision, where at any
Jil^^g^yoji

time in a fiscal year a corporation ceases to be resident in on ceasing to

Canada, it shall be deemed to have disposed of each property, Canada

other than any property that would be taxable Canadian
property if at no time in the fiscal year it had been resident

in Canada, owned by the corporation at that time, for proceeds

of disposition equal to the fair market value of the property at

that time, and to have reacquired the property immediately

thereafter at a cost equal to that fair market value.

(2) For the purposes of this Subdivision, where at any time
^^g/^joj,

after 1971 a corporation becomes a resident of Canada, it shall onbecominsr

be deemed to have acquired at that time each property owned Canada

by it at that time, other than projjerty that would be taxable

Canadian prop)erty if at no time in the fiscal year it had been
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resident in Canada, if the corporation had disp)osed of it

immediately before that time, at a cost equal to its fair

market value at the time it became a resident of Canada.

New.

Orantlttg
of option

51.— (1) Subject to subsections 2 and 3, for the purpose of

this Subdivision the {^'ranting of an option, other than an

option granted by a corporation to acquire shares of its capital

stock or bonds or debentures to be issued by it, is a disposition

of a property the adjusted cost base of which to the grantor

immediately before the grant is nil.

Where
option
expires

(2) Where at any time an option described in subsection 1

,

other than an option the consideration for the granting of

which is an amount described in subclause v of clause b of

subsection 12 of section 63 paid pursuant to an agreement
described in that subclause, that has been granted by a

corporation after 1971 expires,

(a) the corporation shall be deemed to have disposed of

capital property at that time for proceeds equal to the

proceeds received by it for the granting of the option

;

and

{b) the adjusted cost base to the corporation of that

capital property immediately before that time
shall be deemed to be nil.

Where
option
exercised

(3) Where an option is exercised so that property is disposed
of by a person, hereinafter referred to as the "vendor", or so
that property is acquired by another person, hereinafter referred
to as the "purchaser", for the purpose of computing the income
of each such person the granting of the option and the exercise
thereof shall be deemed not to be dispositions of property and,

(a) if the option is an option to acquire property, there

shall be included,

(i) in computing the vendor's proceeds of dis-

position of the property, the consideration

received by him for the option, and

(ii) in computing the cost to the purchaser of the

property, the adjusted cost base to him of the
option ; and

(b) if the option is an option to dispose of property,

there shall be deducted,
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(i) in computing the vendor's proceeds of dis-

position of the property, the adjusted cost

base to him of the option, and

(ii) in computing the cost to the purchaser of the

property, the consideration received by him
for the option.

(4) Where, Beassess-
^ '

' ment where
option

(a) an option granted by a corporation in a fiscal year, in sub-

in this subsection referred to as the "initial fiscal year" ,

^^^1^®°* ^^"

is exercised in a subsequent fiscal year, in this

subsection referred to as the "subsequent fiscal year";

{b) the corporation has filed a return for the initial

fiscal year as required by section 145; and

(c) on or before the day on or before which it was
required by section 145 to file a return for the

subsequent fiscal year, has filed an amended return

for the initial fiscal year excluding from its income the

proceeds received by it for the granting of the option,

such reassessment of the corporation's tax, interest or penalties

for the fiscal year shall be made as is necessary to give effect

to the exclusion. New.

52.—(1) For the purposes of this Subdivision, where a debt
^gtabushed

owing to a corporation at the end of a fiscal year, other to be bad

than a debt owing to it in respect of the disposition of a

personal-use property, is established by it to have become
a bad debt in the fiscal year, it shall be deemed to have
disposed of it at the end of the fiscal yea.T and to have

reacquired it immediately thereafter at a cost equal to nil.

(2) Where a debt owing to a corporation at the end where debt

of a fiscal year that is a personal-use property of the use property

corporation is established by it to have become a bad debt
in the fiscal year,

(a) it shall be deemed to have disposed of it at the end
of the fiscal year for proceeds equal to the amount,
if any, by which,

(i) its adjusted cost base to it immediately before

the end of the fiscal year,

exceeds
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Convertible
properties

(ii) the amount of its gain, if any, from the

disposition of the personal-use property the

proceeds of disposition of which included the

debt ; and

(6) it shall be deemed to have reacquired the debt

immediately after the end of the fiscal year at a

cost equal to the amount of the proceeds determined

under clause a. New.

53. Where shares of the capital stock of a corporation have,

after 1971, been acquired by a person in exchange for a

preferred share, bond, debenture or note of the corporation,

in this section referred to as a "convertible property", the

terms of which conferred upon the holder the right to make the

exchange,

(a) the exchange shall be deemed not to have been a

disposition of property; and

(6) the cost to the person of the shares shall be deemed
to be the adjusted cost base to him of the convertible

property immediately before the exchange. New.

Cost of
certain

value of
which
included in
Income

Cost of
property
received
as dividend
in kind

Cost of
stock
dividend

Cost of
property
acquired
as prise

54.—(1) For the purposes of this Subdivision, where a

corporation has acquired property after 1971 and an amount
in respect of the value thereof has been included in computing
the corporation's income, the amount so included shall be

added in computing the cost to it of that property.

(2) Where any property has, after 1971, been received by a

shareholder of a corporation at any time as, on account or in

lieu of payment of, or in satisfaction of, a dividend payable

in kind, other than a stock dividend, in respect of a share

owned by him of the capital stock of the corporation, he shall

be deemed to have acquired the property at a cost to him equal

to its fair market value at that time, and the corporation shall

be deemed to have disposed of the property at that time

for proceeds equal to that fair market value.

(3) Where a corporation that is a shareholder of another

corporation has, after 1971, received a stock dividend in

respect of a share owned by it of the capital stock of the

other corjx^ration, it shall be deemed to have acquired the

share or shares received by it as a stock dividend at a cost to

it equal to the amount of the stock dividend.

(4) Where any property has been acquired by a corporation
at any time after 1971 as a prize in connection with a lottery

scheme, it shall be deemed to have acquired the property at a
cost to it equal to its fair market value at that time.
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(5) Where any property has, after 1971, been transferred toC^o^stof^

a beneficiary by a trustee under an employees profit sharing transferred

plan, under
employees
profit

{a) subsection 1 does not apply in respect of the ^^^"''^ p^*°

property ; and

{b) the beneficiary shall be deemed to have acquired the

property at a cost to him equal to its fair market value

at the time of the transfer. New.

55.—(1) In computing the adjusted cost base to a corpora- f^f^^g^^f^J^^

tion of property at any time, there shall be added to the

cost to the corporation of the property such of the following

amounts in respect of the property as are applicable,

{a) any amount deemed by subsection 3 of section 42

to be a gain of the corporation for a fiscal year from
a disposition before that time of the property

;

{b) where the property is a share of the capital stock

of another corporation resident in Canada, the amount
of any dividend on the share deemed by subsection

1 of section 78 to have been received by the corporation

before that time

;

(c) where the property is a share of the capital stock >'<!

of another corporation resident in Canada, and the

corporation has, after 1971, made a contribution of

capital to that other corporation otherwise than by
way of loan, that proportion of such part of the

amount of the contribution as cannot reasonably

be regarded as a gift made to or for the benefit of

any other shareholder of the other corporation who
was related to the corporation that,

(i) the amount that may reasonably be regarded

as the increase in the fair market value, as a

result of the contribution, of the share,

is of

(ii) the amount that may reasonably be regarded

as the increase in the fair market value, as a

result of the contribution, of all shares of the

capital stock of the other corporation owned
by the corporation immediately after the

contribution

;

(d) where the property is an interest in a partnership,
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(i) an amount in respect of each fiscal year of the

partnership ending after 1971 and before that

time, equal to the aggregate of all amounts

each of which is the corporation's share of the

income of the partnership from any source

for that fiscal year, computed as if this Act

were read without reference to,

(A) the references in section 18, clause a

of section 40 and subsection 1 of section

43 to "one-half", and

(B) clause h of this subsection, section 57

and subsection 2 of section 75,

(ii) the corporation's share of any capital dividends

received by the partnership before that time

on shares of the capital stock of a corporation

that were partnership property,

(iii) the corporation's share of the amount, if any,

by which,

(A) any proceeds of a life insurance policy

received by the partnership after 1971

and before that time in consequence of

the death of any person whose life was
insured under the policy,

exceeds

(B) all amounts paid as or on account of

premiums under the policy, and

(iv) where the corporation has, after 1971, made a

contribution of capital to the partnership

otherwise than by way of loan, such part of the

amount of the contribution as cannot reason-

ably be regarded as a gift made to or for the

benefit of any other member of the partner-

ship who was related to the corporation

;

{e) where the property is substituted property of the

corporation within the meaning of clause j of section

56, the amount of the loss that was, by virtue of the

acquisition by the corporation of the property, a

superficial loss of an}- person

;

(/) where the property is a bond, debenture, bill, note,

mortgage, hypothec or similar obligation, the amount,

if any, by which the principal amount of the obligation
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exceeds the amount for which the obligation was
issued, if such excess was required by subsection 2 or

3 of section 20 to be included in computing the income
of the corporation for a fiscal year commencing
before that time

;

(g) where the property is land of the corporation, any
amount paid by it after 1971 and before that time

pursuant to a legal obligation to pay,

(i) interest on borrowed money used to acquire

the land, or on an amount payable by it for

the land, or

(ii) property taxes, not including income or

profits taxes or taxes imposed by reference to

the transfer of property, paid by it in respect

of the property to a province or to a Canadian
municipality,

to the extent that that amount was, by virtue of

subsection 2 of section 22, not deductible in computing
the corporation's income from the land or from a

business for any fiscal year commencing before that

time;

(h) where the property is land used in a farming hj^
business carried on by the corporation, an amount
in respect of each fiscal year ending after 1971 and
commencing before that time, equal to the corpora-

tion's loss, if any, for that fiscal year from the farming

business, to the extent that such loss,

(i) was not, by virtue of section 33, deductible

in computing the corporation's income for that

year,

(ii) was not deductible in computing the corpora-

tion's taxable income for the fiscal year in which
the corporation disposed of the property or

any previous fiscal year,

(iii) did not exceed the aggregate of,

(A) taxes, other than income or profits

taxes or taxes imposed by reference to

the transfer of the property, paid by
the corporation in that fiscal year or

payable by the corporation in respect

of that fiscal year to a province or a

^
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Canadian municipality in respect of the

property, and

(B) interest, paid by the corporation in that

fiscal year or payable by the corporation

in respect of that fiscal year, pursuant

to a legal obligation to pay interest on

borrowed money used to acquire the

property or on any amount as considera-

tion payable for the property,

to the extent that such taxes and interest

were included in computing the loss, and

(iv) did not exceed the remainder obtained when,

(A) the aggregate ofeach of the corporation 's

losses from the farming business for

fiscal years preceding that fiscal year,

to the extent that they are required by
this clause to be added in computing

the corporation's adjusted cost base of

the property,

is deducted from

(B) the amount, if any, by which the

corporation's proceeds of disposition

of the property exceed the adjusted

cost base to the corporation of the

property immediately before that time,

determined without reference to this

clause;

(t) where the property is a foreign resource property,

such part of the foreign exploration and development

expenses incurred by the corporation after 1971 with

respect to such property that is not allowed as a

deduction from income for the purposes of this Act.

Amounto
(2) In computing the adjusted cost base to a corporation of

deducted property at any time there shall be deducted such of the

following amounts in respect of the property as are applicable,

(a) where the property is a share of the capital stock of

another corporation resident in Canada,

(i) any amount received by the corporation after

1971 and before that time as, on account or in

lieu of payment of, or in satisfaction of, a
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dividend on the share, other than a taxable

dividend or capital dividend,

/

(ii) an amount in respect of any taxable dividend

on the share received by the corporation after

1971 and before that time, on any portion of

which tax under Part VII of the Income Ta^i^TO-n,
c. 63 (Can.)

Ad (Canada) was payable by the corporation

equal to the amount by which that portion

exceeds the tax under Part VII of the Income
Tax Act (Canada) payable theron,

(iii) an amount in respect of any taxable dividend

on the share received by the corporation after

1971 and before that time while it was not

resident in Canada in respect of which tax

under Part VIII oi the Income Tax Act (Canada)

was payable by the payor corporation, equal

to the amount, if any, by which,

(A) that proportion of the dividend that

such part of all dividends that were

paid by the payor corporation at the

time the dividend was paid as was paid

out of designated surplus, within the

meaning of Part VII of the Income Tax
Act (Canada), is of all dividends that

'

'

'

were paid by the payor corporation at ^
the time the dividend was paid,

exceeds

(B) such part of any tax under Part XIII
of the Income Tax Act (Canada) that

was payable by the corporation on the

dividend as may reasonably be consider-

ed to have been payable on the propor-

tion of the dividend described in sub-

subclause A, and

(iv) any amount received by the corporation after

1971 and before that time on a reduction of

the paid-up capital of that other corporation in

respect of the share except to the extent that

that amount is deemed by subsection 4 of

section 78 to be a dividend received by the

corporation

;

(6) where the property is an interest in a partnership,

215
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(i) an amount in respect of each fiscal year of the

partnership ending after 1971 and before that

time, equal to the aggregate of amounts each

of which is the corporation's share of any loss

of the partnership from any source for that

fiscal year, computed as if this Act were read

without reference to,

(A) the references in section 18 and clause

b of section 40 to "one-half", and

(B) section 33, subsection 2 of section 42

and section 57,

(ii) an amount in respect of each fiscal year of the

partnership ending after 1971 and before that

time, equal to the corporation's share of the

aggregate of,

(A) amounts that, but for clause d of sub-

section 1 of section 85 would be deduct-

ible in computing the income of the

partnership for the fiscal year by virtue

of subsection 1 of section 62 or the

provisions of the Corporations Tax
Application Rules, 1972 relating to

Canadian exploration and development

expenses, and

(B) the Canadian exploration and develop-

ment expenses, within the meaning
assigned by subsection 12 of section 63,

if any, incurred by the partnership in

the fiscal year,

(iii) any amount deemed by subsection 3 of section

98 to have been a gift made by the corporation

by virtue of its membership in the partnership

at the end of any fiscal year of the partnership

ending before that time,

(iv) any amount received by the corporation after

1971 and before that time as, on account or in

lieu of payment of. or in satisfaction of, a

distribution of the corporation's share of the

partnership profits or partnership capital

;

(c) where the property is such that the corporation has,

after 1971 and before that time, disposed of a part of

it while retaining another part of it, the amount
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determined under section 45 to be the adjusted cost

base to the corporation of the part so disposed of

;

{d) where the property is a share, or an interest therein

or right thereto, of the capital stock of another

corporation, the amount paid by the corporation

therefor, to the extent that the amount was paid

pursuant to an agreement described in subclause v of

clause b of subsection 12 of section 63;

(e) where the property was received by the corporation

as consideration for any payment,

(i) made by the corporation as a shareholder

corporation, within the meaning given to that

expression by subsection 12 of section 63, to a

joint exploration corporation of the share-

holder, and

(ii) described in subclause i of clause a of subsection

12 of section 63,

such portion of the payment as may reasonably be

considered to be related to an agreed portion within

the meaning given to that expression by clause a of

subsection 12 of section 63, of the joint exploration

corporation's Canadian exploration and development
expenses

;

^!9#|

if) where section 71 is apphcable in respect of the cor-

poration, the amount, if any, by which the adjusted

cost base to the corporation of the property is re-

quired in prescribed manner to be reduced before

that time;

ig) where the property is,

(i) a capital interest in a trust that was purchased
by the corporation, or

(ii) a unit of a unit trust,

any amount paid to the corporation by the trust

after 1971 and before that time as, on account or in

lieu of payment of, or in satisfaction of a distribution

or payment of capital, otherwise than as proceeds of

disposition of the interest or unit, as the case may
be, or of a part thereof;

(h) where the property is a capital interest in a trust,

other than a unit trust, not resident in Canada that

was purchased after 1971 by the corporation from a

^

#-''"

215



96

non-resident person at a time when the fair market

value of such of the properties of the trust as were

taxable Canadian properties was not less than 50

per cent of the aggregate of the fair market value of

all properties of the trust and the amount of any
money of the trust on hand, that proportion of the

amount, if any, by which,

(i) the fair market value at that time of such of

the properties of the trust as were taxable

Canadian properties,

exceeds

(ii) the aggregate of the adjusted cost bases to the

trust at that time of such of the properties of

the trust as were taxable Canadian properties,

that the fair market value at that time of the interest

is of the fair market value at that time of all capital

interests in the trust

;

(i) where the property is a unit of a unit trust not

resident in Canada that was purchased after 1971 by
the corporation from a non-resident person at a time

when the fair market value of such of the properties

of the trust as were taxable Canadian properties was
not less than 50 per cent of the aggregate of the

fair market value of all properties of the trust and
the amount of any money of the trust on hand, that

proportion of the amount, if any, by which,

(i) the fair market value at that time of such of

the properties of the trust as were taxable

Canadian properties,

exceeds

(ii) the aggregate of the adjusted cost bases to the

trust at that time of such of the properties of

the trust as were taxable Canadian properties,

that the fair market value at that time of the unit is

of the fair market value at that time of all of the

issued units of the trust

;

{j) any grant, subsidy or other assistance from a govern-

ment, municipality or other pubhc authority received

by the corporation for or in respect of the acquisition

by it after 1971 of the property;
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(k) where the property is a bond, debenture or similar

security, other than an income bond or income de-

benture, any amount that was deductible by virtue of

subsection 12 of section 24 in computing the corpora-

tion's income for any fiscal year commencing before

that time in respect of interest thereon ; and

(/) such part of the cost to the corporation of the property

as was deductible, otherwise than by virtue of this

Subdivision, in computing the corporation's income

for any fiscal year commencing before that time.

(3) For the purposes of clauses h and i of subsection 2,0^?^"^***°°

where any property of a trust would, at a particular time^^^J^^

have been a taxable Canadian property of the trust if it had been
disposed of by the trust at that time, the property shall be
deemed to have been a taxable Canadian property of the trust

at that time. New.

56. In this Subdivision. utfoT®'

(a) "adjusted cost base" to a corporation of any property

at any time means, except as otherwise provided,

(i) where the property is depreciable property of

the corporation, the capital cost to it of the

property as of that time, and ^

«

(ii) in any other case, the cost to the corporation

of the property adjusted, as of that time, in

accordance with section 55,

except that

(iii) for greater certainty, where any property of

the corporation is property that was reacquired

by the corporation after having been previously

disposed of by it, no adjustment to the cost

to the corporation of the property that was
required to be made under section 55 before its

reacquisition by the corporation shall be made
under that section to the cost to the corpora-

tion of the property as reacquired property of

the corporation, and

(iv) in no case shall the adjusted cost base of any
property at the time of its disposition by the

corporation be less than nil;

(6) "capital property" of a corporation means,

(i) any depreciable prop>erty of the corporation,

and
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(ii) any property, other than depreciable prof)erty,

any gain or loss from the disposition of which

would, if the property were disposed of, be a

capital gain or a capital loss, as the case may
be, of the corporation;

(c) "disposition" of any property except as expressly

otherwise provided, includes,

(i) any transaction or event entitling a corporation

to proceeds of disposition of property,

(ii) any transaction or event by which,

(A) any property of a corporation that is a

share, bond, debenture, note, certifi-

cate, mortgage, hypothec, agreement of

sale or similar property, or an interest

therein, is redeemed in whole or in part

or is cancelled,

(B) any debt owing to a corporation or any
other right of a corporation to receive

an amount is settled or cancelled,

(C) any share owned by a corporation is

converted by virtue ofan amalgamation,
or

(D) any option held by a corporation to ac-

quire or dispose of property expires, and

(iii) any transfer of property to a trust, or any
transfer of property of a trust to any
beneficiary under the trust, except as provided

in clause v,

but, for greater certainty, does not include,

(iv) any transfer of property for the purpose only

of securing a debt or a loan, or any transfer by
a creditor for the purpose only of returning

prop)erty that had been used as security for a

debt or a loan,

(v) any transfer of property by virtue of which
there is a change in the legal ownership of the

prof)erty without any change in the beneficial

ownership thereof.

215



99

(vi) any issue by a corporation of a bond, debenture,

note, certificate, mortgage or hypothec of the

corporation, or

(vii) any issue by a corporation of a share of its

capital stock, or any other transaction that,

but for this subclause, would be a disposition

by a corporation of a share of its capital stock

;

(d) "eligible capital property" of a corporation means
any property, one-half of any amount payable to the

corporation as consideration for the disposition of

which would, if it disposed of the property, be an
eligible capital amount in respect of a business within

the meaning given that expression in subsection 1 of

section 18;

{e) "foreign exploration and development expenses'

curred by a corporation means,
m-

(i) any drilling or exploration expense, including

any general geological or geophysical expense,

incurred by it on or in respect of exploring or

drilling for petroleum or natural gas outside

Canada,

(ii) any prospecting, exploration or development »^gi||

expense incurred by it in searching for

minerals outside Canada, f^^

(iii) its share of the foreign exploration and develop-

ment expenses incurred by any association,

partnership or syndicate in a fiscal year there-

of, if at the end of that fiscal year it was a

member or partner thereof;

(/) "foreign resource property" of a corporation means
any property that would be a Canadian resource pro-

perty of the corporation if clause c of subsection 12

of section 63 were read as if the references therein to

"in Canada" were read as references to "outside

Canada", and were read without reference to the

words "after 1971";

ig) "listed personal property" of a corporation means its

personal-use property that is all or any portion of,

or any interest in or right to, any,

(i) print, etching, drawing, painting, sculpture, or

other similar work of art,

§
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(ii) jewellery,

(iii) rare folio, rare manuscript, or rare book,

(iv) stamp, or

(v) coin;

(A) "personal-use property" of a corporation includes,

(i) property owned by it that is used primarily

for the personal use or enjoyment of one or

more persons each of whom is,

(A) a person related to the corporation, or

(B) where the corporation is a beneficiary

under a trust or any person related to

the beneficiary,

(ii) any debt owing to the corporation in respect

of the disposition of property that was its

personal-use property, and

(iii) any property of the corporation that is an
option to acquire property that would, if it

acquired it, be personal-use property of the

corporation,

and "personal-use property" of a partnership includes

any partnership property that is used primarily for the

personal use or enjoyment of any member of the

partnership or for the personal use or enjoyment of

one or more persons each of whom is a member of the

partnership or a person related to such a member

;

{i) "proceeds of disposition" of property includes,

(i) the sale price of property that has been sold,

(ii) compensation for property unlawfully taken,

(iii) compensation for property destroyed, and any
amount payable under a policy of insurance

in respect of loss or destruction of property,

(iv) compensation for property taken under statu-

tory authority or the sale price of property

sold to a person by whom notice of an

intention to take it under statutory authority

was given,

215



101

(v) compensation for property injuriously affected,

whether lawfully or unlawfully or under statu-

tory authority or otherwise,

(vi) compensation for property damaged and any
amount payable under a policy of insurance

in respect of damage to property, except to

the extent that such compensation or amount,
as the case may be, has within a reasonable

time after the damage been expended on
repairing the damage,

(vii) an amount by which the liability of a corpora-

tion to a mortgagee is reduced as a result of the

sale of mortgaged property under a provision

of the mortgage, plus any amount received by
the corporation out of the proceeds of such sale,

and

(viii) any amount included in computing a corpora-

tion's proceeds of disposition of the property

by virtue of clause c of section 70,

but, notwithstanding any other provision of this

Part, does not include any amount that would
otherwise be proceeds of disposition of a share to the

extent that such amount is deemed by subsection

2 or 3 of section 78 to be a dividend ; and >^^

"superficial loss" of a person means his loss from the ^ J
disposition of a property in any case where, ' '"V

(i) the same or identical property, in this clause '|

referred to as "substituted property", was
acquired, during the period beginning 30 days
before the disposition and ending 30 days after

the disposition, by the person or a corpora-

tion controlled, whether directly or indirectly

in any manner whatever, by him, and

(ii) at the end of the period referred to in sub-

clause i the person or the corporation controlled,

whether directly or indirectly in any manner
whatever, as the case may be, owned the

substituted property,

except that a loss otherwise described in this clause

shall be deemed not to be a superficial loss if the

disposition giving rise to the loss,

(iii) was a disposition deemed by section 50 to

have been made,

(iv) was the expiry of an option, or
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(v) was a disposition of property by the person

to which subsection 4 of section 7Q applies.

Avoidance 57, For the purposes of this subdivision, where the result

of one or more sales, exchanges, declarations of trust, or other

transactions of any kind whatever is that a corporation

has disposed of property under circumstances such that it may
reasonably be considered to have artificially or unduly,

(a) reduced the amount of its gain from the disposition;

{b) created a loss from the disposition; or

(c) increased the amount of its loss from the disposition,

the corporation's gain or loss, as the case may be, from the

disposition of the property shall be computed as if such

reduction, creation or increase, as the case may be, had not

occurred. New.

Amounts to
be included
in income
for year

Pension
benefits

Annuity
payments

Deferred
profit
sharing plan

Life insur-
ance policy
proceeds

Allocations
under insur-
ance policies

Subdivision C—other sources of income

58.— (1) Without restricting the generality of section 12,

there shall be included in computing the income of a corpora-

tion for a fiscal year,

{a) any amount received in the fiscal year as, on account
or in lieu of payment of, or in satisfaction of a

superannuation or pension benefit

;

(6) any amount received by the corporation in the

fiscal year as an annuity payment except to the

extent that the payment is otherwise required to be
included in computing the corporation's income for

the fiscal year;

(c) amounts received by the corporation in the fiscal

year under a deferred profit sharing plan as provided
by section 120;

(d) amounts that the corporation became entitled to

receive in the fiscal year upon the disposition of an
interest in a life insurance policy, to the extent
provided by section 121

;

(>) amounts allocated to the corporation in the fiscal

year by an insurer as provided by section 12lT

Legal costo
(J) amounts received by the corporation in the fiscal

year as legal costs awarded to it by a court on an apf)eal

in relation to an assessment of tax, interest or
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penalties under this Act or the Income Tax Act

(Canada), if with respect to that assessment an
amount has been deducted or may be deductible

under clause h of subsection 1 of section 60 in

computing its income

;

[g) the amount, if any, by which any grant received by^®^®^J°^
the corporation in the fiscal year to enable it to carry

on research or any similar work exceeds the aggregate

of expenses incurred by it in the fiscal year for the

purpose of carrying on the work, other than,

(i) expenses in respect of which the corporation

has been reimbursed, or

(ii) expenses that are otherwise deductible in

computing the corporation's income for the

fiscal year. R.S.O. 1970, c. 91, s. 17, amended.

(2) A payment or transfer of property made pursuant
paym^e^nts

to the direction of, or with the concurrence of, a corpora-

tion to some other person for the benefit of the corporation

or as a benefit that the corporation desired to have conferred

on the other person shall be included in computing the

corporation's income to the extent that it would be if the ^^.
payment or transfer had been made to the corporation.

R.S.O. 1970, c. 91, s. 27 (1). -^"^

(3) For the purpose of this Part, a payment or transfer ^"^^g^^*^"^*'

in a fiscal year of property made to the corporation or some payments or

other person for the benefit of the corporation and other

persons jointly or a profit made by the corporation and
other f)ersons jointly in a fiscal year shall be deemed to

have been received by the corporation in the fiscal year to

the extent of the corporation's interest therein notwith-

standing that there was no distribution or division thereof

in that fiscal year. R.S.O. 1970. c. 91, s. 27 (2).

(4) Where a person has, at any time before the end ofof'^^tJ
a fiscal year, whether before or after the end of 1971, trans- to income

ferred or assigned to another person with whom he was not

dealing at arm's length the right to an amount that would,

if the right thereto had not been so transferred or assigned,

be included in computing the person's income for the fiscal

year because the amount would have been received or receivable

by him in or in respect of the fiscal year, the amount shall

be included in computing the person's income for the fiscal

215
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year unless the income is from property and the person has

also transferred or assigned the property. R.S.O. 1070. r. 01

,

s. 33, amended.

Amount
receivable
as consid-
eration for
disposition
of resource
property

R.S.O. 1970.
c. 91

59.—(1) Where in a fiscal year a corporation disposes of,

(a) a Canadian resource prop>erty; or

(6) any right, Hcence or privilege described in sub-

section 12 of section 58 of The Corporations Tax Act,

as it read in its appHcation to tii^cal years jjiior to 1072,

that was acquired by the corporation,

(i) in the case of,

(A) a corporation that is a principal-

business corporation within the meaning
given to that expression by subsection

12 of section 63 or that was, at the time

it acquired the property, such a princi-

pal-business corporation, or

R.8.C. 1952.
0.148

(B) an association, partnership or syndi-

cate described in subsection 4 of section

83A of the Income Tax Act (Canada)

as it read in its application to the 1971

fiscal year.

Amount
deducted
under s.

61 In pre-
ceding year

before 1972, and

(ii) in any other case, after April 10, 1962 and
before 1972,

under an agreement or other contract or arrangement
described therein,

the amount receivable by the corporation as consideration

for the disf)osition thereof shall be included in computing the

corporation's income for the fiscal year, notwithstanding that

the amount of any part thereof may not be received until

a subsequent fiscal year. R.S.O. 1970, c. 91, s. 58 (15).

(2) There shall be included in computing a corporation's

income for a fiscal year any amount in respect of,

(a) a Canadian resource property; or
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{b) any property referred to in clause b of subsection 1 or

clause a of subsection 3,

that has been deducted under section 61 in computing the

corporation's income for the immediately preceding fiscal year.

(3) Where a corporation has made a disposition after 1971
^/r^gourc"

of property owned by it on December 31, 1971, that, property
r r J J ... acguired

before 1972

(a) is property described in any of subclauses i to vi of

clause c of subsection 12 of section 63 and is not

property described in clause b of subsection 1

,

the following rules apply,

(6) the relevant percentage of the amount receivable by
the corporation as consideration for the disposition

thereof shall be included in computing the corpora-

tion's income for its fiscal year in which the disposi-

tion was made, notwithstanding that the amount
or any part thereof may not be received until a sub-

sequent fiscal year; and

(c) where the corporation and the person who acquired

the property were not dealing with each other at

arm's length, for the purposes of this section, sections
yil^

61 and 63,

(i) the cost to that person of the property shall be

deemed to be the amount included in the cor-

poration's income by virtue of clause b in

respect of the disposition by the corporation

of the property, and

(ii) when that person subsequently disposes of the

property or any right or interest therein, the

amount receivable by that person as con-

sideration for the disposition shall be deemed
to be the relevant percentage of the amount
actually receivable by that person as considera-

tion therefor.

(4) For the purposes of clauses b and c of subsection 3,8^^5?^"^
the "relevant percentage" of any amount receivable as con-

"^^|,«'^*J|*
„

sideration for the disposition of property is 60 per cent plus

the j>ercentage, not exceeding 40 per cent, obtained when 5

per cent is multiplied by the number of full calendar years in

the period commencing at the end of 1972 and ending with the

end of the calendar year in which the disposition was made.

215



106

Interpre-
Utlon (5) In this section, "Canadian resource property" has the

meaning given to that expression by section 63. New

Other
deduc-
tions

Capital
element
of annuity
payments

Subdivision D—deductions in computing income

60.—(1) There may be deducted in computing a corpora-

tion's income for a fiscal year such of the following amounts
as are applicable,

[a) the capital element of each annuity payment, other

than a superannuation or pension benefit, a payment
under a registered retirement savings plan, or a pay-

ment of an annuity paid or purchased pursuant to a

deferred profit sharing plan, included in computing
the corporation's income for the fiscal year, that is

to say,

(i) if the annuity was paid under a contract, an
amount equal to that part of the payment
determined in prescribed manner to have been
a return of capital, and

Exjwnses
of objec-
tion or
appeal

1970-71.
c. 63 (Can.)

(ii) if the annuity was paid under a will or trust,

such part of the payment as can be established

by the recipient not to have been paid out of

the income of the estate or trust; R.S.O. 1970,

c. 91,s. 23 (1) {q).

(6) amounts paid by the corporation in the fiscal year

in respect of fees or expenses incurred in preparing,

instituting or prosecuting an objection to, or an

appeal in relation to, an assessment of tax, interest or

penalties under this Act or the Income Tax Act

(Canada); R.S.O. 1970, c. 91, s. 23 (1) {w).

Corpora-
tion tax

(c) all corporation taxes payable in the fiscal year by the

corporation. R.S.O. 1970. c. 91, s. 23 (12).

Interpre-
tation (2) In clause c of subsection 1 and in this subsection,

(a) "corporation tax" means a tax imposed by the

Legislature of a province or by a municipality in the

province that is declared by the regulations to be a

tax on corp>orations, but does not include,

(i) a corporation income tax, or

(ii) any other tax declared by the regulations not

to be a corporation tax

;
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{b) "corporation income tax" means a tax imposed by
the Parliament of Canada or by the Legislature of a
province or by a municipality in the province that is

declared by the regulations to be a tax of general

application on the profits of corporations. R.S.O.

1970, c. 91, s. 23 (13).

61.—(1) In computing a corporation's income for a fiscal Reserve in

year, in this subsection referred to as the "currc^nt year", consideration
1

"^ for dlsposi-
where, tionof

resource
property
not receivable

(a) by virtue of subsection 1 or 3 of section 59, an amount until

has been included in computing the corporation's year

income for the current year or a previous fiscal year ; or

(6) by virtue of subsection 15 or 16 of section 58 of

The Corporations Tax Act, as it read in its application ^-^p- ^^''^'

to fiscal years prior to 1972, an amount has been
included in computing the corporation's income for

that previous fiscal year,

in respect of the disposition of any property and that amount
or a part thereof is not receivable until a day that is after

the end of the current year, there may be deducted as a reserve

in respect of that amount the part thereof that is not receivable

until a day that is after the end of the current year, not

exceeding, where the property was disposed of in a fiscal

year preceding the current year, any amount deducted under
this subsection in respect of the disposition of the property

in computing the corporation's income for the fiscal year

immediately preceding the current year, and for greater cer-

tainty, no deduction may be made in respect of that amount
by virtue of clause p of subsection 1 of section 24. R.S.O.

1970, c. 91, s. 61 (1).

(2) Subsection 1 does not apply to allow a deduction in ofPflP^J,"*,*®"

computing the income of a corporation for a fiscal year
if the corporation, at any time in the fiscal year or in the

immediately following fiscal year,

(a) ceases to be a resident of Canada

;

(6) becomes exempt from tax under any provision of this

Part ; or

(e) if a non-resident ceases to have a p)ermanent

establishment in Canada. R.S.O. 1970, c. 91 , s. 61 (8).

215



108

Allowance
for oil

orsras
well, mine or
Umber limit

62.—(1) There may be deducted in computing a corpora-

tion's income for a fiscal year such amount as an allowance in

respect of an oil or gas woll, mineral rtsource or timber limit,

if any, as is allowed to the corporation 1)\ rcj^ulation. R.S.O.

1970, c. 91. s. 23 (2) (b).

Regruiations
(2) For greater certainty it is hereby declared that, in the

case of a regulation made under subsection 1 allowing to a

corporation an amount in respect of an oil or gas well or a

mineral resource,

Lessee's
share of
allowance

Exploration
ana develop-
ment ex-
penses of
Erincipal-
usiness

corporations

(a) there may be allowed to the corporation by such

regulation an amount in respect of any or all oil or gas

wells or mineral resources in which the corporation

has any interest ; and

(6) notwithstanding any other provision contained in

this Act, the Lieutenant Governor in Council may
prescribe the formula by which the amount that may
be allowed to the corporation by such regulation shall

be determined. R.S.O. 1970, c. 91 , s. 23 (4).

(3) Where a deduction is allowed under subsection 1 in

respect of a coal mine operated by a lessee, the lessor and lessee

may agree as to what portion of the allowance each may deduct

and, in the event ^hat they cannot agree, the Minister may
fix the portions. R.S.O. 1970, c. 91 , s. 23 (5).

63. (1) A principal-business corporation may deduct, in

computing its income for a fiscal year, the lesser of

,

(a) the aggregate of such of its Canadian exploration

and development expenses as were incurred by it

before the end of the fiscal year, to the extent that

they were not deductible in computing income for a

previous fiscal year; and

{b) of that aggregate, an amount equal to its income for

the fiscal year if no deduction were allowed under this

section or section 62, minus the deductions allowed
for the fiscal year by subsections 2, 5 and 6 and by
section 100. R.S.O. 1970, c. 91, s. 58 (5).

Expenses
of special
product
corporations

(2) A corf)oration, other than a principal-business corpora-

tion the principal business of which is described in subclauses
i or ii of clause /of subsection 12, whose principal business is

production or marketing, of sodium chloride or potash or

whose business includes manufacturing products the manu-
facturing of which involves processing sodium chloride or

potash, may deduct, in computing its income for a fiscal year.
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the drilling and exploration expenses incurred by it in the

year on or in respect of exploring or drilling for halite or

sylvite. R.S.O. 1970, c. 91, s. 58 (4).

(3) A corporation other than a principal-business corpora-
of^®^!®

^

tion may deduct, in computing its income for a fiscal year, corporations

the lesser of,

(a) the aggregate of such of its Canadian exploration and
development expenses as were incurred by it before

the end of the fiscal year to the extent they were not

deductible in computing its income for a previous

fiscal year; and

(b) of that aggregate, the amount, if any, by which the

greater of,

(i) such amount as the corporation may claim,

not exceeding 20 per cent of the aggregate

determined under clause a, and

(ii) the aggregate of,

(A) its income for the fiscal year from
operating an oil or gas well in Canada or

from operating a mine in Canada, if the *^'*'

corporation had an interest in the oil

or gas well, or mine, as the case may be,

at any time in the fiscal year.

(B) its income for the fiscal year from ^-'

royalties in respect of an oil or gas well

in Canada or a mine in Canada, and

(C) the aggregate of amounts each of which
is an amount, in respect of a Canadian
resource property or a property referred

to in clause b of subsection 1 of section 59

or clause a of subsection 3 of section

59 that has been disposed of by it, equal

to the amount, if any, by which,

1. the amount included in comput-
ing its income for the fiscal year

by virtue of section 59 in respect

of the disposition of the property,

exceeds
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2. the amount deducted under sec-

tion 61 in respect of the property

in computing its income for the

fiscal year,

if no deductions were allowed under section 62,

exceeds

(iii) the amount of any deduction allowed by the

Corporations Tax Application Rules, 1972 in

respect of this subclause in computing jts

income for the fiscal year. R.S.CJ. 1970,

c. 91. s. 58(10).

Dealers

Successor
corporation's
Canadian
exploration
and
development
expenses

(4) Sections 59 and 61 and subsection 3 do not apply in

computing the income for a fiscal year under this Part of a

corporation, other than a principal-business corporation,

whose business includes trading or dealing in rights, licences or

privileges to explore for, drill for or take minerals, petroleum,

natural gas or other related hydrocarbons. R.S.O. 1970,

c. 91, s. 58(19).

(5) Where a principal-business corporation, in this sub-

section referred to as the "successor corporation", has, at any
time after 1971, acquired from another principal-business

corporation, in this subsection referred to as the "predecessor

corporation", all or substantially all of the property of the

predecessor corporation used by it in carrying on in Canada
its principal business, there may be deducted by the successor

corporation, in computing its income under this Part for a

fiscal year, the lesser of

,

(a) the aggregate of the Canadian exploration and
development expenses incurred by the predecessor

corporation to the extent that such exp)enses,

(i) were not deductible by the successor corpora-

tion in computing its income for a previous

fiscal year, and were not deductible by the

predecessor corporation in computing its

income for the fiscal year in which the property

so acquired was acquired by the successor

corporation or its income for a previous fiscal

year, and

(ii) would have been deductible by the predecessor

corporation in computing its income for the

fiscal year in which the property so acquired

was acquired by the successor corporation, if
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the predecessor corporation's income for that

fiscal year had been sufficient for the purpose

;

and

(b) of that aggregate, an amount equal to such part

of its income for the fiscal year if no deduction were
allowed under this section, section 62 or the

Corporations Tax Application Rules, 1972 in respect

of this clause, minus any deductions allowed for the

fiscal year by subsections 2 and 6, section 100 and the

provisions of the Corporations Tax Application Rules,

1972 allowing a deduction for the purposes of this

clause, as may reasonably be regarded as attributable

to the production of petroleum or natural gas from
wells, or the production of minerals from mines,

situated on property in Canada from which the

predecessor corporation had, immediately before the

acquisition by the successor corporation of the

property so acquired, a right to take gr remove
petroleum or natural gas or a right to take or

remove minerals,

and, in respect of any such expenses included in the aggregate

determined under clause a , no deduction may be made under this

section by the predecessor corporation in computing its

income for a fiscal year subsequent to its fiscal year in

which the property so acquired was acquired by the successor *tft|

corporation. R.S.O. 1970, c. 91, s. 58 (23).

(6) Where a principal-business corporation, in this sub- ^®^°°^qj.

section referred to as the "second successor corporation ".corporation's
* Canadian

has at any time after 1971 acquired from a corporation, in exploration

this subsection referred to as the "first successor corpora- ment
^

tion", that was a successor corporation within the meaning
®''^°^®^

of subsection 5, all or substantially all of the property

of the first successor corporation used by it in carrying on
in Canada its principal business, there may be deducted by
the second successor corporation, in computing its income
under this Part for a fiscal year, the lesser of,

(a) the aggregate determined by adding the expenses

referred to in clause a of subsection 5 for the purpose of

determining the deduction allowable to the first

successor corporation under subsection 5 in comput-
ing its income for a previous fiscal year, to the extent

that such expenses,

(i) were not deductible by the second successor

corporation or any other corporation in

computing its income for a previous fiscal
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year, and were not deductible by the first

successor corporation in computing its income

for the fiscal year in which the property so

acquired was acquired by the second successor

corporation, and

(ii) would, but for the provisions of clause b of

subsection 5, have been deductible by the

first successor corporation in computing its

income for the fiscal year in which the property

so acquired was acquired by the second

successor corporation ; and

(6) of that aggregate, an amount equal to such part

of its income for the fiscal year if no deduction

were allowed under this section or section 62 or

the Corporations Tax Application Rules, 1972 in

respect of this clause, minus any deductions allowed

for the fiscal year by subsection 2, section 100 and
the provisions of the Corporations Tax Application

Rules, 1972 allowing a deduction for the purposes of

this clause, as may reasonably be regarded as

attributable to the production of petroleum or

natural gas from wells, or the production of

minerals from mines, situated on property in

Canada from which the predecessor of the first

successor corporation within the meaning of sub-

section 5 had, immediately before the acquisition

by the first successor corporation of the property

so acquired by the second successor corporation,

a right to take or remove petroleum or natural gas

or a right to take or remove minerals

,

and, in respect of any such expenses included in the aggregate

determined under clause a, no deduction may be made under
this section by the first successor corporation in computing its

income for a fiscal year subsequent to its fiscal year in which
the property so acquired was acquired by the second

successor corporation. R.S.O. 1970, c. 91, s. 58 (27).

exp?oraUon ^) ^ joint exploration corporation may in a fiscal year
corporation elect in prescribed form to renounce in favour of another

corporation that is a principal-business corporation an agreed

portion of the ciggregate of such of the joint exploration cor-

poration's Canadian exploration and development expenses

as were incurred by it during a period, after 1971 and before

the end of the fiscal year, throughout which the other cor-

poration was a shareholder corporation, to the extent that the

aggregate of such expenses exceeds any amount deductible

under subsection 1 in respect thereof by the joint exploration
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corporation in computing its income for any fiscal year previous

to the fiscal year in which the election was made, and upon the

election the said agreed portion,

(a) shall be deemed, for the purpose of subsection 1, to

be Canadian exploration and development expenses

incurred by the other corporation in the fiscal year

of the corporation in which the election was made;
and

(6) shall be subtracted from the aggregate described in

clause a of subsection 1 in determining the amount
deductible by the joint exploration corporation under
subsection 1 in computing its income. R.S.O. 1970,

c. 91, s. 58 (7, 8), amended.

(8) Where control of a corporation has, after 1971 and^^°*^°^

between a time when the corporation ceased to carry on
active business and a time when it commenced to carry on
active business again, been acquired by,

[a) a person; or

(6) a person and other persons with whom that person

does not deal at arm's length,

who did not control the corporation at the time when it so

ceased to carry on active business, all of the Canadian ex-

ploration and development expenses incurred by the corporation

before the time when it commenced to carry on active business

again shall be deemed to have been deductible in computing its

incomes for fiscal years ending before the time when such
control was so acquired. New.

(9) In computing a corporation's Canadian exploration ^omputoUon^

and development expenses, and deveiop-

(a) there shall be deducted any amount paid to it,

(i) after 1971 under the Northern Mineral Ex-
ploration Assistance Regulations (Canada)

made under an Appropriation Act (Canada)

that provides for payments in respect of the

Northern Mineral Grants Program

,

(ii) pursuant to any agreement entered into be-

tween the corporation and Her Majesty in

right of Canada under the Northern Mineral

Grants Program or the Development Program
of the Department of Indian Affairs and

ment
expenses
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Northern Development, to the extent that the

amount has been expended by the corporation

as or on account of Canadian exploration and
development expenses incurred by it, or

(iii) after 1971 under the Mineral Exploration As-
sistance Program (Ontario); and

(6) there shall be included any amount, except an amount
in respect of interest, paid by the corporation after

1971 under the Regulations referred to in subclause i

of clause a to Her Majesty in right of Canada and
under the Mineral Exploration Assistance Program
(Ontario) to Her Majesty in right of Ontario. R.S.O.

1970, c. 91, s. 58 (28).

LimitaUon
(jQ) Where a corporation has incurred expenses the deduc-

tion of which from income is authorized under more than one
provision of this section, the corporation is not entitled to make
the deduction under more than one provision but is entitled

to select the provision under which to make the deduction.

R.S.O. 1970, c. 91, s. 58 (30).

deemed*" (^^^ ^^^ ^^^ purposes of section 12, any amount deductible
deductible under the Corporations Tax Application Rules, 1972 in respect

Subdivision of this subsection shall be deemed to be deductible under this

Subdivision. New.

?r^ti;tion (12) In this section.

(a) "agreed portion" in respect of a corporation that was
a shareholder corporation of a joint exploration cor-

poration means such amount as may be agreed upon
between the joint exploration corporation and the

shareholder corporation not exceeding,

(i) the payments referred to in subclause iii of

clause g made by the shareholder corporation

to the joint exploration corporation during the

period'it was a shareholder corporation of the

joint corporation,

minus,

(ii) the aggregate of the amounts, if any, previously
renounced by the joint exploration corpora-
tion under subsection 7 in favour of the share-
holder corporation; R.S.O. 1970, c. 91
s. 58 (9) (c).
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(b) "Canadian exploration and development expenses"

incurred by a corporation means,

(i) any drilling or exploration expense, including

any general geological or geophysical expense,

incurred by the corporation after 1971 on or in

respect of exploring or drilling for petroleum or

natural gas in Canada,

(ii) any prospecting, exploration or development

expense incurred by after 1971 in searching

for minerals in Canada,

(iii) the cost to the corporation of any Canadian

resource property acquired by it,

(iv) the corporation's share of the Canadian
exploration and development expenses in-

curred after 1971 by any association, partner-

ship or syndicate in a fiscal year thereof, if at

the end of that fiscal year the corporation was
a member or partner thereof, and

(v) where the corporation is a principal-business

corporation, the amount paid by it for any
share or any interest therein or right thereto,

to the extent that the amount was paid pursuant '^•'

to an agreement under which it undertook to ^'" I
incur, after 1971, the cost of, 'f^

(A) drilling or exploration activities, in-

cluding any general geological or geo-

physical activities, in or in respect of

exploring or drilling for petroleum or

natural gas in Canada,

(B) prospecting, exploration or develop-

ment activities in searching for minerals

in Canada, or

(C) acquiring a Canadian resource property

,

but, for greater certainty, does not include,

(vi) any consideration given by the corporation

for any share or any interest therein or right

thereto, except as provided by subclause v, or

(vii) any cost described in subclause v, if the

obligation of any other person to incur those

•<i
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costs was, by virtue of subclause v, a Canadian
exploration and development expense of that

other person ; New.

(c) "Canadian resource property" of a corporation means
any property acquired by it after 1971 that is,

(i) any right, Hcence or privilege to explore for,

drill for, or take petroleum, natural gas or other

related hydrocarbons in Canada,

(ii) any right, licence or privilege to prospect,

explore, drill, or mine for, minerals in a mineral

resource in Canada,

(iii) any oil or gas well situated in Canada,

(iv) any rental or royalty computed by reference to

the amount or value of production from an oil

or gas well, or a mineral resource, situated in

Canada,

(v) any real property situated in Canada the

principal value of which depends upon its

mineral resource content, but not including

any depreciable property situated on the

surface of the property or used or to be used

in connection with the extraction or removal
of minerals therefrom, or

(vi) any right to or interest in any property

described in any of subclauses i to v ; New.

{d) "drilling or exploration expense" incurred on or in

respect of exploring or drilling for petroleum or

natural gas includes,

(i) any annual payment made for the preservation

of a Canadian resource property or any
property referred to in clause b of subsection

1 of section 59, and

(ii) any expense incurred on or in respect of,

(A) drilling or converting a well for the

disposal of waste liquids from a petrol-

eum or natural gas well,

(B) drilling for water or gas for injection

into a petroleum or natural gas forma-

tion, or
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(C) drilling or converting a well for the

injection of water or gas to assist in

the recovery of petroleum or natural

gas from another well; R.S.O. 1970,

c. 91, s. 58 (26).

(e) "joint exploration corporation" means a principal-

business corporation that has not at any time since

its incorporation had more than ten shareholders,

not including any individual holding a share for the

sole purpose of qualifying as a director; New.

(/) "principal-business corporation" means a corporation

whose principal business is,

(i) production , refining or marketing of petroleum

,

petroleum products or natural gas, or exploring

or drilling for petroleum or natural gas,

(ii) mining or exploring for minerals,

(iii) processing mineral ores for the purpose of

recovering metals therefrom,

(iv) a combination of

,

(A) processing mineral ores for the purpose n^^^f

of recovering metals therefrom, and

(B) processing metals recovered from the

ores so processed,

(v) fabricating metals, or

(vi) operating a pipeline for the transmission of oil

or natural gas; and R.S.O. 1970, c. 91, s. 58 (5).

(g) "shareholder corporation" of a joint exploration

corporation means a corporation that for the period

in respect of which the expression is being applied,

(i) was a shareholder of the joint exploration

corporation,

(ii) was a principal-business cor|X)ration, and

(iii) made payments to the joint exploration

corporation in respect of Canadian exploration

and development expenses incurred by the

joint exploration corporation. R.S.O. 1970,

c. 91,8.58(9).

^U
I;
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Subdivision E—rules relating

to computation of income

umiuaionre ^^' ^" Computing income, no deduction shall be made in

expenses respect of an outlay or expense in respect of which any amount
is otherwise deductible under this Act, except to the extent

that the outlay or expense was reasonable in the circumstances.

R.S.O. 1970,c. 91.S. 24(2).

Amounts ^5^ Where an amount can reasonably be regarded as being
consideration in part the consideration for the disposition of any property of
for disposition ^

^. . , . . ^ ^ . , ^. / ., •

of property a corporation and as bemg m part consideration for something

else, the part of the amount that can reasonably be regarded

as being the consideration for such disposition shall be

deemed to be proceeds of disposition of that profjerty

irrespective of the form or legal effect of the contract or

agreement, and the person to whom the property was disposed

of shall be deemed to have acquired the property at the same
part of that amount. R.S.O. 1970, c. 91, s. 32 (8) par. 7.

consf^era-* ®®*—^^) Except as expressly otherwise provided in this

tlons Act,

(a) where a corporation has acquired anything from

a person with whom it was not dealing at arm's

length at an amount in excess of the fair market value

thereof at the time it so acquired it, the corporation

shall be deemed to have acquired it at that fair market
value;

(b) where a corporation has disposed of anything,

(i) to a person with whom it was not dealing

at arm's length for no proceeds or for proceeds

less:: than the fair market value thereof at the

time it so disposed of it, or

(ii) to any person by way of gift inter vivos,

it shall be deemed to have received proceeds of

disposition therefor equal to that fair market
value ; and

(c) where a corporation has acquired property by way
of gift, bequest or inheritance, it shall be deemed to

have acquired the prof)erty at its fair market value

at the time it so acquired it. R.S.O. 1970, c. 91,
s. 28 (1, 2), amended.
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(2) Where a corporation carrying on business in Canada ^'*®™

has paid or agreed to pay, to a non-resident person with whom
it was not deahng at arm's length as price, rental, royalty

or other payment for or for the use or reproduction of any
property, or as consideration for the carriage of goods or

passengers or for other services, an amount greater than the

amount, in this subsection referred to as "the reasonable

amount", that would have been reasonable in the circumstances

if the non-resident person and the corporation had been

dealing at arm's length, the reasonable amount shall, for the

purpose of computing the corporation's income from the

business, be deemed to have been the amount that was paid or

is payable therefor. R.S.O. 1970, c. 91, s. 28 (3).

(3) Where a non-resident person had paid, or agreed to^*^®"^

pay, to a corporation carrying on business in Canada with

whom he was not dealing at arm's length as price, rental,

royalty or other payment for or for the use or reproduction

of any property, or as consideration for the carriage of goods
or passengers or for other services, an amount less than the

amount, in this subsection referred to as "the reasonable

amount", that would have been reasonable in the circumstances

if the non-resident person and the corporation had been
dealing at arm's length, the reasonable amount shall, for the

purpose of computing the corporation's income from the

business, be deemed to have been the amount that was paid or

is payable therefor. R.S.O. 1970, c. 91, s. 28 (4). juf»,

(4) Where property of a corporation has been appropriated^^®'" -^',^^

in any manner whatever to, or for the benefit of, a shareholder,

for no consideration or for a consideration below the fair i:

market value, if the sale thereof at the fair market value

would have increased the corporation's income for a fiscal year,

for the purpose of determining the corporation's income for

the fiscal year, it shall be deemed to have sold the property

during the fiscal year and to have received therefor the fair

market value thereof. R.S.O. 1970, c. 91, s. 28 (5).

(5) Where property of a corporation has been appropriated ^**®™

in any manner whatever to, or for the benefit of, a shareholder,

on the winding-up of the corporation, if the sale thereof at

the fair market value immediately prior to the winding-up would
have increased the corp)oration's income for a fiscal year, for

the purpose of determining the corfX)ration's income for the

fiscal year, it shall be deemed to have sold the property

during the fiscal year and to have received therefor the

fair market value thereof. R.S.O. 1970, c. 91 , s. 28 (6).

67.—(1) Where a corporation has received a security or other fngaSg?'

right or a certificate of indebtedness or other evidence oi\^^^°^
indebtedness wholly or partially as, in lieu of payment of, or debt
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in satisfaction of, a debt that was then payable, the amount
of which debt would be included in computing its income if it

had been paid, the value of the security, right or indebtedness

or the appUcable portion thereof shall, notwithstanding

the form or legal effect of the transaction, be included in

computing its income for the fiscal year in which it was
received. R.S.O. 1970, c. 91, s. 34 (1).

Idem
(2) Where a security or other right or a certificate of

indebtedness or other evidence of indebtedness has been

received by a corporation wholly or partially as, in lieu

of payment of, or in satisfaction of, a debt before the debt

was payable, but was not itself payable or redeemable before

the day on which the debt was payable, it shall, for the

purpose of subsection 1 , be deemed to have been received when
the debt became payable by the person holding it at that time.

R.S.O. 1970, c. 91, s. 34(2).

Idem
(3) This section is enacted for greater certainty and shall

not be construed as hmiting the generality of the other

provisions of this Part by which amounts are required to be

included in computing income. R.S.O. 1970, c. 91, s. 34 (3).

Bond
conver-
sion

68. Where a bond of a debtor is acquired by a corporation

in exchange for another bond of the same debtor and,

(a) the terms on which the bond for which it was
exchanged was issued conferred upon the holder

thereof the right to make the exchange; and

(b) the amount payable to the holder of the bond on its

maturity is the same as the amount that would have
been payable to the holder of the bond for which it

was exchanged on the maturity of that bond,

the cost of the bond so acquired and the sale price of the

bond for which it was exchanged shall be deemed to be,

(c) in the event that the bond that was exchanged was
property described in an inventory of a business

carried on by the corporation, the amount at which
it had been valued at the end of the last complete
fiscal year of the business preceding the exchange ; or

{d) in any other event, the adjusted cost base to the

corporation of the bond that was exchanged,

immediately before the exchange. R.S.O. 1970,

c. 91,s. 35.
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69.—(1) Where an amount in respect of a deductible outlay ^°p*^As
or expense that was owing by a corporation to a person with
whom the corporation was not dealing at arm's length at the

time the outlay or expense was incurred and at the end of

the second fiscal year following the fiscal year in which
the outlay or expense was incurred, is unpaid at the end of

that second fiscal year, either,

(a) the amount so unpaid shall be included in computing
the corporation's income for the third fiscal year follow-

ing the fiscal year in which the outlay or expense was
incurred; or

(b) where the corporation and that person have filed

an agreement in prescribed form on or before the

day on or before which the corporation is required

by section 145 to file its return for the third

succeeding fiscal year, for the purposes of this Act the

following rules apply

:

(i) the amount so unpaid shall be deemed to have
been paid by the corporation and received by
that person on the first day of the said third

fiscal year, and section 153 of the Income Tax c^ea^can.)

Act (Canada), except subsection 3 thereof, is

applicable to the extent that it would apply if

that amount were being paid to that person

by the corporation , and '''
'

(ii) that person shall be deemed to have made ^

a loan to the corporation on the first day of

the said third fiscal year in an amount equal '\i

to the amount so unpaid minus the amount, if

any, deducted or withheld therefrom by the

corporation on account of that person's tax

for the said third fiscal year. R.S.O. 1970,

c. 91,5.29(1).

(2) Where an amount in respect of a deductible outlay ^**®'"

or expense that was owing by a corporation to a person with

whom the corporation was not dealing at arm's length is

unpaid at the time when the corporation is wound up, and
the corporation is wound up before the end of the second fiscal

year following the fiscal year in which the outlay or expense

was incurred, the amount so unpaid shall be included in

computing the corporation's income for the fiscal year in

which it is wound up. R.S.O. 1970, c. 91 , s. 29 (2).

(3) Where an amount in respect of a deductible outlay or ^^Slfera-
expense that was owing by a corporation to a person as "<>«

salary, wages or other remuneration in respect of an office
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1970-71.
c. 63 (Can.)

Where
unpaid
at time
corporation
wound up

Application

Late
filing

or employment is unpaid at the end of the first fiscal year

following the fiscal year in which the outlay or expense was
incurred, either,

(a) the amount so unpaid shall be included in computing
the corporation's income for the second fiscal year

following the fiscal year in which the outlay or

expense was incurred; or

(6) where the corporation and that person have filed

an agreement in prescribed form on or before the day
on or before which the corporation is required by
section 145 to file its return for the first fiscal year

following the fiscal year in which the outlay or

expense was incurred, for the purposes of this Act
the following rules apply

:

(i) the amount so unpaid shall be deemed to have

been paid by the corporation and received

by that person on the first day of the said

second fiscal year, and section 153 of the Income

Tax Act (Canada), except subsection 3 thereof,

is applicable to the extent that it would apply

if that amount were being paid to that person

by the corporation ; and

(ii) that person shall be deemed to have made
a loan to the corporation on the first day of

the said second fiscal year in an amount
equal to the amount so unpaid minus the

amount, if any, deducted or withheld there-

from by the corporation on account of that

person's tax for the said second fiscal year.

R.S.O. 1970, c. 91, s. 29 (3).

(4) Where an amount in respect of a deductible outlay

or expense described in subsection 3 that was owing by a

corporation is unpaid at the time when the corporation is

wound up, and the corporation is wound up before the end of

the first fiscal year following the fiscal year in which the

outlay or expense was incurred, the amount so unpaid shall be

included in computing the corporation's income for the fiscal

year in which it is wound up. R.S.O. 1970, c. 91, s. 29 (4).

(5) Subsection 1 does not apply in any case where sub-

section 3 applies and subsection 2 does not apply in any
case where subsection 4 applies. R.S.O. 1970, c. 91, s. 29 (5).

(6) Where, in respect of an amount described in subsection

1 or 3 that was owing by a corporation to a person, an
agreement in a form prescribed for the purposes of this
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section is filed after the day on or before which the agreement
is required to be filed for the purposes of clause b of sub-

section 1 or clause b of subsection 3, as the case may be, both

clauses a and b of subsection 1 or 3, as the case may be, apply

in respect of the said amount, except that clause a of sub-

section 1 or clause a of subsection 3, as the case may be,

shall be read and construed as requiring 25 per cent only of

the said amount to be included in computing the corporation's

income. R.S.O. 1970, c. 91, s. 29 (6).

70. Where, at any time in a fiscal year, a person who,
f^^ecFosm-es
and condi-
tjiOD&l S&168

(a) was a mortgagee or other creditor of another person repossessions

who had previously acquired property ; or

(b) had previously sold property to another person under

a conditional sales agreement,

has acquired or reacquired the beneficial ownership of the

property in consequence of the other person's failure to pay all

or any part of an amount, in this section referred to as the

"person's claim", owing by him to the person, the following

rules apply,

{c ) there shall be included, in computing the other person's

proceeds of disposition of the property, the principal

amount of the person's claim plus all amounts each

of which is the principal amount of any debt that ^'-'^*'

had been owing by the other person, to the extent ^, i

that it has been extinguished by virtue of the acquisi-
"''

tion or reacquisition, as the case may be;

{d ) any amount paid by the other person after the acquisi-

tion or reacquisition, as the case may be, as, on

account of or in satisfaction of the person's claim

shall be deemed to be a loss of that other person, for

his fiscal year in which payment of that amount was
made, from the disposition of the property;

{e) in computing the income of the person for the fiscal

year,

(i) the amount, if any, claimed by him under

subclause iii of clause a of subsection 1 of

section 42 in computing his gain for the im-

mediately preceding fiscal year from the disposi-

tion of the property, and

(ii) the amount, if any, deducted under clause p
of subsection 1 of section 24 in computing the
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income of the person for the immediately
preceding fiscal year in respect of the property,

shall be deemed to be nil

;

(/) the person shall be deemed to have acquired or

reacquired, as the case may be, the property at the

amount, if any, by which the principal amount of

the person's claim exceeds the amount described in

subclause i or ii of clause e, as the case may be,

in respect of the property;

{g) the adjusted cost base to the person of the person's

claim shall be deemed to be nil ; and

(A) in computing the person's income for the fiscal year

or a subsequent fiscal year, no amount is deductible

in respect of the person's claim by virtue of clause n

or r of subsection 1 of section 24. New.

^in^on" 71. Where at any time in a fiscal year a debt or other
settlement obligation of a corporation to pay an amount is settled or

extinguished after 1971 without any payment by it or by
the payment of an amount less than the principal amount of

the debt or obligation, as the case may be, the amount by
which the lesser of the principal amount thereof and the

amount for which the obligation was issued by the corporation

exceeds the amount so paid, if any, shall be applied,

{a) to reduce, in the following order, the corporation's,

(i) non-capital losses,

(ii) net capital losses, and

(iii) restricted farm losses,

for preceding fiscal years, to the extent of the

amount of those losses that would otherwise be
deductible in computing the corporation's taxable

income for the fiscal year or a subsequent fiscal year;

and

(6) to the extent that the excess exceeds the portion

thereof required to be applied as provided in clause a,

to reduce in prescribed manner the capital cost to the

corporation of any depreciable property and the

adjusted cost base to it of any capital property;

unless,
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(c) the corporation is, at that time, a bankrupt within

the meaning of section 108

;

{d) the debt or obhgation was such that, if interest had
been paid by the corporation in respect of it, no

deduction would have been permitted by this Part

in respect of that interest in computing the cor-

poration's income;

(e) section 70 is applicable in respect of the debt or

obligation; or

(/) the excess is otherwise required to be included in

computing the corporation's income for the fiscal

year. New.

72. In computing income for the purposes of this Act, no ^n^ction
deduction may be made in respect of a disbursement or expense

made or incurred in respect of a transaction or operation that,

if allowed, would unduly or artificially reduce the income.

R.S.O. 1970,c. 91,s. 24(5).

73.— (1) Where the result of one or more sales, exchanges, in<u^e^c^^

declarations of trust, or other transactions of any kind what- or transfer

soever is that a person confers a benefit on a corporation, that

person shall be deemed to have made a payment to the

corporation equal to the amount of the benefit conferred '

notwithstanding the form or legal effect of the transactions or y- i

that one or more other persons were also parties thereto ; and ' '

whether or not there was an intention to avoid or evade taxes
j

under this Act, the payment shall be included m computmg
the income of the corporation. R.S.O. 1970, c. 91, s. 18 (1).

(2) Where it is established that a sale, exchange or other ^"»'«ie°fi^

transaction was entered into by a corporation and other

persons dealing at arm's length bona fide and not pursuant to,

or as part of, any other transaction and not to effect payment
in whole or in part of an existing or future obligation, no party

thereto shall be regarded, for the purpose of this section and

for the purpose of section 72, as having conferred a benefit

on a corporation that was party thereto. R.S.O. 1970, c. 91,

s. 18 (2).

74. In computing the income of a corporation for a fiscal
J^rVp^p®"!

year there shall be included an amount that is included in

computing the income of the corporation under Part XVI of

the Income Tax Act (Canada) pursuant to section 247 oiv^^ti.c.vi,

that Act. R.S.O. 1970. c. 91, s. 17(o).
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Subdivision F— amounts not included
IN computing income

75,—(1) There shall not be included in computing theAmounts not
Included In . • r /i i

income income of a corporation tor a iiscal year,

Federal
granta

an amount paid to a corporation on account of a

grant under the Area Development Incentives Act

(Canada), the Industrial Research and Development

Incentives Act (Canada), the Regional Development

Incentives Act (Canada) or the Employment Support

Act (Canada); R.S.O. 1970. c. 91, s. 22 (d).

War Savln«:8
Certificate

(b) an amount received under a War Savings Certificate

issued by His Majesty in right of Canada or under a

similar savings certificate issued by His Majesty in

right of Newfoundland before April 1, 1949; R.S.O.

1970. c. 91, s. 22(a).

Ship or
aircraft
of non-
residents

(c) the income for the fiscal year of a non-resident cor-

poration earned in Canada from the operation by it

of a ship or aircraft in international traffic, if the

country where that corporation resided grants sub-

stantially similar relief for the fiscal year to a cor-

poration resident in Canada; R.S.O. 1970, c. 91.

s. 22 (b).

Prospecting
(d) an amount in respect of the receipt of a share that

section 37 provides is not to be included; R.S.O.

1970. c. 91. s. 22(c).

Interest on
certain bonds
and
debentures

interest received by a corporation resident in Canada,
in this clause referred to as the "parent corporation",

on a bond, debenture, bill, note, mortgage, hypothec
or similar obligation received by it as consideration

for the disposition by it. before June 18. 1971. of.

(i) a business carried on by it in a country

other than Canada, or

(ii) all of the shares of a corporation that carried

on a business in a country other than Canada,
and such of the debts and other obhgations

of that corporation as were, immediately
before the disposition, owing to the parent

corporation.

if.

(iii) the business was of a pubhc utihty or public

service nature,
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(iv) the business or the property described in sub-

clause ii, as the case may be, was disposed of

to a person or persons resident in that country,

and

(v) the obhgation received by the parent corpora-

tion was issued by or guaranteed by the

government of that country or any agent

thereof. New.

(2) {a) Subject to the prescribed conditions, there shall not Exemption

be included in computing the income of a corporation years

income derived from the operation of a mine during

the period of thirty-six months commencing with the

day on which the mine came into production. R.S.O.

1970, c. 91, s. 57 (4).

{b) In clause a,
tatf^^®'

(i) "mine" does not include an oil well, gas well,

brine well, sand pit, gravel pit, clay pit, shale

pit or stone quarry, other than a deposit of oil

shale or bituminous sand, but does include a

well for the extraction of material from a

sylvite deposit and all such wells, the material

produced from which is sent to a single plant

for processing, shall be deemed to be one mine

,

and

(ii) "production" means production in reasonable

commercial quantities. R.S.O. 1970, c. 91

s. 57 (5).

Subdivision G— corporations resident in canad.a

and their shareholders

76.—(1) In computing the income of a corporation for aja^a^j^e^^

fiscal year, there shall be included all amounts received by the received

corporation in the fiscal year from corporations resident in

Canada as, on account or in lieu of payment of, or in

satisfaction of taxable dividends. R.S.O. 1970, c. 91 , s. 17 (a).

(2) Where, by virtue of subsection 4 of section 58, there iSdivufends

included in computing the corporation's income for a fiscal deemed

year a dividend received by some other person, for the bv corpora-

purposes of this section and section 100, the dividend shall be

deemed to have been received by the corporation. New
Dividend
out of

77.—(1) Where at any particular time after 1971 a dividend tax-paid

becomes payable by a Canadian corporation to shareholders aurefur'

of any class of shares of its capital stock

,

8uurp?u«

215
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(a) such dividend shall be deemed to be payable out of

the corporation's tax-paid undistributed surplus on

hand or out of its 1971 capital surplus on hand to the

extent and in the same manner that such dividend is

deemed to be payable out of the corporation's tax-

paid undistributed surplus on hand or 1971 capital

surplus on hand, as the case may be, for purposes of

iw^7i.c.63 subsection 1 of section 83 of the Income Tax Act

(Canada)

;

(b) no paft of the dividend shall be included in com-
puting the income of any shareholder of the corpora-

tion; and

(c) in computing the adjusted cost base to any share-

holder of the corporation of any share of the capital

stock of the corporation owned by him, there shall be

deducted in respect of the dividend an amount as

provided by subclause i of clause a of subsection 2

of section 55.

dhl?d*^d ^^^ Where at any particular time after 1971 a dividend

becomes payable by a private corporation to shareholders of

any class of shares of its capital stock,

(a) the dividend shall be deemed to be a capital

dividend to the extent required by subsection 2 of

section 83 of the Income Tax A ct (Canada) ; and

(6) no part of the dividend shall be included in computing
the income of any shareholder of the corporation.

New.

S^demi
'^^'—(^) Where a corporation resident in Canada has at any

time after 1971 increased the paid-up capital in respect of the

shares of any particular class of its capital stock, otherwise

than by,

(a) payment of a stock dividend

;

{h) a transaction by which

,

(i) the value of its assets less its liabilities has

been increased, or

(ii) its liabilities less the value of its assets have
been decreased,

by an amount not less than the amount of the

increase in the paid-up capital in respect of the

shares of the particular class ; or

215



129

(c) a transaction by which the paid-up capital in respect

of the shares of all other classes of its capital stock

has been reduced by an amount not less than the

amount of the increase in the paid-up capital in respect

of the shares of the particular class,

the corporation shall be deemed to have paid at that time a

dividend on the issued shares of the particular class equal to

the amount, if any, by which the amount of the increase in

the paid-up capital exceeds the aggregate of,

(d) the amount, if any, of the increase referred to in sub-

clause i of clause b or the decrease referred to in

subclause ii of clause b, as the case may be; and

(e) the amount, if any, of the reduction referred to in

clause c,

and a dividend shall be deemed to have been received at that

time by each person who held any of the issued shares of the

particular class immediately after that time equal to that

proportion of the dividend so deemed to have been paid by
the corporation that the number of the shares of the

particular class held by him immediately after that time is

of the number of the issued shares of that class outstanding

immediately after that time. R.S.O. 1970, c. 91, s. 55 (7).

(2) Where funds or property of a corporation resident oq^^'^'-"°.°^
t\»*#f

in Canada have at any time after. 1971 been distributed or»ip-etc.

otherwise appropriated in any manner whatever to or for the

benefit of the shareholders of any class of shares in its

capital stock, on the winding-up, discontinuance or reorganiza-

tion of its business^ the corporation shall be deemed to have
paid at that time a dividend on shares of that class equal to

the amount, if any, by which,

(a) the amount or value of the funds or property dis-

tributed or appropriated, as the case may be,

exceeds the lesser of,

(6) the amount, if any, by which the paid-up capital

in resjject of the shares of that class immediately

before that time is reduced on the distribution

or appropriation, as the case may be ; and

(c) the paid-up capital limit of the corporation

immediately before that time,

and a dividend shall be deemed to have been received at that

time by each person who held any of the issued shares at that

215
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time equal to that proportion of the amount of the excess

that the number of the shares of that class held by him
immediately before that time is of the number of the issued

shares of that class outstanding immediately before that

time. R.S.O. 1970, c. 91,5.55(1).

itodemption, (3) Where at any time after 1971 a corporation resident

in Canada has redeemed, acquired or cancelled in any manner
whatever, otherwise than by way of a transaction described

in subsection 2, any of the shares of any class of its capital

stock, the corporation shall be deemed to have paid at that

time a dividend on a class of shares comprising the shares

so redeemed, acquired or cancelled, equal to,

(a) in the case of any such shares in respect of the

redemption or acquisition of which the corporation

is required to pay tax under section 182 of the

(C«m7'°"^ /ncow^ Tax Act (Canada), the amount, if any, by
which the paid-up capital in respect of those shares

immediately before that time exceeds the paid-up

capital limit of the corporation immediately before

that time ; and

(6) in the case of any other such shares, the amount,
if any, by which the amount paid by the corporation

on the redemption, acquisition or cancellation, as

the case may be, of those shares exceeds the lesser of,

(i) the paid-up capital in respect of those shares

immediately before that time, and

(ii) the amount, if any, by which the paid-up

capital limit of the corporation immediately
before that time exceeds the amount that was
its paid-up capital in resjject of the shares

referred to in clause a so redeemed, acquired

or cancelled at that time,

and a dividend shall be deemed to have been received at that

time by each person who held any of those shares at that

time equal to the aggregate of,

(c) that proportion of the excess referred to in clause a
that the number of those shares held by him
immediately before that time and described in that

clause is of the total number of those shares

described in that clause ; and

{d) that proportion of the excess referred to in clause h

that the number of those shares held by him
immediately before that time and not described in

215



131

clause a is of the total number of those shares not

described in that clause. R.S.O. 1970, c. 91, s. 55 (2).

(4) Where at any time after 1971 a corporation resident ^^^^^^°°

in Canada has reduced the paid-up capital in respect of capital

any shares of any class of its capital stock otherwise than
by way of a redemption, acquisition or cancellation of those

shares or a transaction described in subsection 2,

(a) the corporation shall be deemed to have paid at that

time a dividend on shares of that class equal to the

amount, if any, by which the amount paid by it on the

reduction of the paid-up capital exceeds the paid-

up capital limit of the corporation immediately
before that time ; and

{b) a dividend shall be deemed to have been received at

that time by each person who held any of the issued

shares at that time equal to that proportion of the

amount of the excess referred to in clause a that the

number of the shares of that class held by him
immediately before that time is of the number of the

issued shares of that class outstanding immediately

before that time.

^5^ Where Amount
\j) wiicic,

distributed
or paid

,.,.,, where a t^Sfl
(a) the amount of the property distributed or appro- share

priated by a corporation as described in clause a of 4^'l

subsection 2 ; or

(b) the amount paid by a corporation as described in y
clause b of subsection 3 or clause a of subsection 4,

includes a share of the capital stock of the corporation, for

the purposes of subsections 2 to 4 the following rules apply:

(c) in computing that amount at any time, the share shall

be valued at an amount equal to the paid-up capital

in respect of the share at that time; and

{d) the value of the share shall be included in computing
the paid-up capital limit of the corporation im-

mediately before that time.

(6) Subsection 2 or 3, as the case may be, is not applicable, ^fPau^s^ior^a

(a) in respect of any transaction or event, if subsec-

tion 1 is applicable in respect of that transaction or

event ; and

215
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(6) in respect of any purchase by a corp)oration of any of

its shares in the open market, if the corporation

acquired those shares in the manner in which shares

would normally be purchased by any member of the

public in the open market.

When (7) A dividend that is deemed by this section to have been
payable paid at a particular time shall be deemed, for the purposes

of this Subdivision, to have become payable at that time.

New.

^"Vrto '^^*—^^^ Where a person has, after 1971, disposed of any
corporation property that was a capital property or eligible capital prop-

iing erty of the person to a Canadian corporation, and immediately
B are o er

^f^^j. ^jjg disposition owned not less than 80 per cent of the

issued shares of each class of the capital stock of the cor-

poration, if the person and the corporation have jointly so

elected in prescribed form and within prescribed time the

following rules apply:

(a) the amount that the person and the corporation have
agreed upon in their election in respect of the property

shall be deemed to be the person's proceeds of dis-

position of the property and the corporation's cost of

the property

;

{b) subject to clause c, where the amount that the person

and the corporation have agreed upon in their election

in respect of the property is less than the fair

market value, at the time of the disposition, of the

consideration therefor, other than any shares of the

capital stock of the corporation or a right to receive

any such shares, received by the j)erson, the amount
so agreed upon shall, irrespective of the amount
actually so agreed upon by them, be deemed to be an
amount equal to that fair market value;

(c) where the amount that the person and the corpora-

tion have agreed upon in their election in respect

of the property is greater than the fair market value,

at the time of the disposition, of the property so

disposed of, the amount so agreed upon shall , irrespec-

tive of the amount actually so agreed upon, be deemed
to be an amount equal to that fair market value;

{d) where the property was eligible capital property in

respect of a business of the person and the amount that

,

but for this clause, would be the proceeds of dis-

position thereof is less than the least of,
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(i) twice the person's cumulative eligible capital

in respect of the business immediately before

disposition,

(ii) the cost to the person of the property, and

(iii) the fair market value of the property at the

time of disposition,

the amount agreed upon by the person and the cor-

poration in their election in respect of the property
shall, irrespective of the amount actually so agreed
upon by them, and notwithstanding clauses b and c,

be deemed to be the least of the amounts described

in subclauses i to iii inclusive

;

(e) where the property was depreciable property of a
prescribed class of the person and the amount that,

but for this clause, would be the proceeds of dis-

position thereof is less than the least of,

(i) the undepreciated capital cost to the person of

all prof)erty of that class immediately before

the disposition,

(ii) the cost to the person of the property, and

(iii) the fair market value of the property at the

time of the disposition,

the amount agreed upon by the f)erson and the cor-

poration in their election in respect of the property
shall, irrespective of the amount actually so agreed

upon by them, and notwithstanding clauses b and c,

be deemed to be the least of the amounts described

in subclauses i to iii inclusive;

(/) the cost to the person of any particular property, other
than shares of the capital stock of the corporation or

a right to receive any such shares, received by him as

consideration for the disposition shall be deemed to

be an amount equal to the lesser of,

(i) the fair market value of the particular property
at the time of the disposition, and

(ii) that proportion of the fair market value, at

the time of the disposition, of the property
disposed of by the person to the corporation

that,

215



134

(A) the amount determined under sub-

clause i is of

,

(B) the fair market value, at the time of the

disposition, of all properties, other than

shares of the capital stock of the corpora-

tion or a right to receive any such

shares, received by the person as con-

sideration for the disposition;

(g) the cost to the person of any preferred shares of any
class of the capital stock of the corporation receivable

by him as consideration for the disposition shall be

deemed to be the lesser of the fair market value of

those shares immediately after the disposition and
that proportion of the amount, if any, by which the

proceeds of the disposition exceed the fair market
value of the consideration, other than shares of the

capital stock of the corporation or a right to receive

any such shares, received by him for the disposition,

that,

(i) the fair market value, immediately after the

disposition, of those preferred shares of that

class,

is of,

(ii) the fair market value, immediately aftjsr the

disposition, of all preferred shares of the

capital stock of the corporation receivable by
him as consideration for the disposition;

(h) the cost to the person of any common shares of

any class of the capital stock of the corporation

receivable by him as consideration for the disposi-

tion shall be deemed to be that proportion of the

amount, if any, by which the proceeds of the dis-

position exceed the aggregate of the fair market
value, at the time of the disposition, of the considera-

tion, other than shares of the capital stock of the

corporation or a right to receive any such shares,

received by him for the disposition and the cost to

him of all preferred shares of the capital stock of the

corporation receivable by him as consideration for

that disposition, that,

(i) the fair market value, immediately after the

disposition, of those common shares of that

class.

215



135

is of,

(ii) the fair market value, immediately after the

disposition, of all common shares of the capital

stock of the corporation receivable by him as

consideration for the disposition ; and

(i) for greater certainty, where the apphcation of this

subsection results in a capital loss of the person from
the disposition of any property, subsection 4 is ap-

plicable. New.

(2) Where, after 1971, J?o%°erStS
corporation
from

{a) any partnership property that was a capital property partnership

or eligible capital property of a partnership has been
disposed of to a Canadian corporation

;

(6) immediately after the disposition, not less than 80

per cent of the issued shares of each class of the

capital stock of the corporation was partnership

property; and

(c) the corporation and all the members of the partner-

ship have so elected in respect of the disposition,

in prescribed form and within prescribed time,

clauses a to i of subsection 1 are applicable in respect of the

disposition mutatis mutandis as if the partnership were a per-

son resident in Canada who had disposed of the property to

the corporation. New.

CW Where Where
\0) wiicie, partnership

wound up

(a) in respect of any disposition of partnership property

of a partnership to a corporation, subsection 2 applies

;

(6) the affairs of the partnership were wound up within

sixty days after the disposition ; and

(c) immediately before the winding-up there was no

partnership property other than money or property

received from the corporation as consideration for the

disposition,

the following rules apply:

(d) the cost to any member of the partnership of any
property, other than shares of the capital stock of

the corporation or a right to receive any such shares,
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received by him as consideration for the disp)osition

of his partnership interest on the winding-up shall

be deemed to be the fair market value of the property

at the time of the winding-up

;

(e) the cost to any member of the partnership of any
preferred shares of any class of the capital stock of

the corporation receivable by him as consideration

for the disposition of his partnership interest on the

winding-up shall be deemed to be,

(i) where any common shares of the capital stock

of the corporation were also receivable by him
as consideration for disposition of the interest,

the lesser of,

(A) the fair market value, immediately after

the winding-up, of the preferred shares

of that class so receivable by him, and

(B) that proportion of the amount, if any,

by which the adjusted cost base to him
of his partnership interest immediately

before the winding-up exceeds the

aggregate of the fair market value, at

the time of the winding-up, of the con-

sideration, other than shares of the

capital stock of the corporation or a

right to receive any such shares, re-

ceived by him for the disposition of the

interest, that,

>

.

1. the fair market value, imme-
diately after the winding-up, of

the preferred shares of that class

so receivable by him,

is of,

2. the fair market value, imme-
diately after the winding-up, of

all preferred shares of the capital

stock of the corporation receiv-

able by him as consideration for

the disposition, and

(ii) in any other case, the amount determined
under sub-subclause B of subclause i

;

if) the cost to any member of the partnership of any
common shares of any class of the capital stock of the

corporation receivable by him as consideration for
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the disposition of his partnership interest on the

winding-up shall be deemed to be that proportion of

the amount, if any, by which the adjusted cost base
to him of his partnership interest immediately before

the winding-up exceeds the aggregate of the fair

market value, at the time of the winding-up, of the

consideration, other than shares of the capital stock

of the corporation or a right to receive any such
shares, received by him for the disposition of the

interest and the cost to him of all preferred shares of

the capital stock of the corporation receivable by
him as consideration for the disposition of the interest,

that,

(i) the fair market value, immediately after the

winding-up, of the common shares of that class

so receivable by him,

is of,

(ii) the fair market value, immediately after the

winding-up, of all common shares of the capital

stock of the corporation so receivable by him
as consideration for the disposition; and

{g) the proceeds of disposition of the partnership interest

of any member of the partnership shall be deemed
to be the cost to him of all shares and property re-

ceivable or received by him as consideration for the

disposition of the interest plus the amount of any
money received by him as consideration for the

disposition. New.

(4) Where a person has, after 1971, disposed of any capital JJJere^capitai

property of the person to a corporation that, immediately ^i^p^^**^'?"
*^ 01 DroDcrtv

after the disposition, was controlled, directly or indirectly to controlled

in any manner whatever, by the person or by another person
'^°'''^''*

or group of persons by whom the first person was controlled

directly or indirectly in any manner whatever, and, but for

this subsection, the first person would have had a capital loss

therefrom, the following rules apply:

(a) his capital loss therefrom otherwise determined shall

be deemed to be nil

;

•

(b) where, immediately after the disposition, the person
owned any common shares of any class of the capital

stock of the corporation, in computing the adjusted

cost base to him of all common shares of that class

owned by him immediately after the disposition
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there shall be added that proportion of the amount,
if any, by which the adjusted cost base to him,

immediately before the disposition, of the property

so disposed of exceeds his proceeds of the disposition

,

that,

(i) the fair market value, immediately after the

disposition, of all common shares of that

class so owned by him,

is of,

(ii) the fair market value, immediately after the

disposition, of all common shares of the capital

stock of the corporation owned by him im-

mediately after the disposition; and

(c) where, immediately after the disposition, the person

owned no common shares of any class of the capital

stock of the corporation, in computing the adjusted

cost base to him of all preferred shares of any class of

the capital stock of the corporation owned by him
at that time, there shall be added that proportion of

the amount, if any, by which the adjusted cost base

to him, immediately before the disposition, of the

property so disposed of exceeds his proceeds of the

disposition, that,

(i) the fair market value, immediately after the

disposition, of all preferred shares of that

class so owned by him,

is of,

(ii) the fair market value, immediately after the

disposition, of all preferred shares of the

capital stock of the corporation owned by him
immediately after the disposition. New.

deprecTabicf {^) Where subsection 1 or 2 has been applicable in respect

SanaSn^d °^ ^^y disfK)sition of any depreciable property to a corporation,
to controlled in this subsection referred to as the "transferee", and the
corporation

,

capital cost to the transferor of the property exceeds the

transferor's proceeds of the disposition, for the purposes of

sections 17 and 24 and any regulations made under clause a

of subsection 1 of section 24,

(a) the capital cost of the property to the transferee

shall be deemed to be the amount that was the

capital cost thereof to the transferor ; and
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(b) the excess shall be deemed to have been allowed

to the transferee in respect of the property under
regulations made under clause a of subsection 1 of

section 24 in computing income for fiscal years before

the acquisition by the transferee of the property.

R.S.O. 1970,c.91,s.32 (3).

80.—(1) Where in the course of a reorganization of the
of|g°re^°°

capital of a corporation, a person has, after 1971, disposed of, byashare-

and the corporation has acquired, category A shares of any course of

class of the capital stock of the corporation, the following tion^*°
^

rules apply,
°*p^^^

(a) the cost to the person of any property, other than

shares of the capital stock of the corporation or a

right to receive any such shares, received by him as

consideration for the disposition shall be deemed to

be its fair market value at the time of the dis-

position
;

{b) the cost to the person of any category B shares of

any class of the capital stock of the corporation

receivable by him as consideration for the dis-

position shall be deemed to be,

(i) where category A shares were also receivable

by him as consideration for the disposition,

the lesser of,

(A) the fair market value, immediately

after the disposition, of those category B
shares of that class, and

(B) that proportion of the amount, if any,

by which the adjusted cost base to him,

immediately before the disposition, of

the category A shares so disposed of

exceeds the fair market value of the

consideration for the disposition, other

than shares of the capital stock of the

corporation or a right to receive any
such shares, received by him from the

corf)oration, that,

1. the fair market value, immedi-
ately after the disposition, of

those category B shares of that

class,

'" .J

is of,
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2. the fair market value, immedi-
ately after the disposition, of all

category B shares of the capital

stock of the corporation re-

ceivable by him as consideration

for the disposition, and

(ii) in any other case, the amount determined under

sub-subclause B of subclause i

;

(c) the cost to the p)erson of any category A shares

of any class of the capital stock of the corporation

receivable by him as consideration for the disposition

shall be deemed to be that proportion of the amount,
if any, by which the adjusted cost base to him,

immediately before the disposition, of the category A
shares so disposed of exceeds the aggregate of the fair

market value of the consideration, other than shares

of the capital stock of the corporation or a right

to receive any such shares, received by him from the

corporation as consideration for the disposition and
the cost to him of all category B shares of the

capital stock of the corporation receivable by him
as consideration for the disposition, that,

(i) the fair market value, immediately after the

disposition, of the category A shares of that

class receivable by him as consideration for the

disposition,

is of,

(ii) the fair market value, immediately after the

disposition, of all category A shares of the

capital stock of the corporation receivable

by him as consideration for the disposition;

and

(d) his proceeds of the disposition of the shares shall

be deemed to be the cost to him of all shares and
other property receivable or received by him as

consideration for the disposition of the shares plus

the amount of any money received by him on the

disposition. New.

St?^"*" (2) For the purposes of this section.

(a) "category A share" means a common share where
the person has disposed of a common share in the

course of a reorganization, and means a preferred
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share where the person has disposed of a preferred

share in the course of a reorganization ; and

{b) "category B share" means a preferred share where
a category A share means a common share, and
means a common share where a category A share

means a preferred share. New.

(3) This section is not applicable in any case where any of ^PP^i^^'^on

subsections 1 to 3 of section 79 are applicable. New.

81.— (1) In this section, an amalgamation means a merger ^^j^^g'^*"^*-

of two or more corporations each of which was, immediately
before the merger, a Canadian corporation, each of which
corporations is referred to in this section as a "predecessor

corporation", to form one corporate entity, in this section

referred to as the "new corporation", in such manner that,

(a) all of the property of the predecessor corporations

immediately before the merger becomes property of

the new corporation by virtue of the merger

;

(b) all of the habilities of the predecessor corporations

immediately before the merger become liabilities of

the new corporation by virtue of the merger; and

(c) all of the shareholders, except any predecessor -,,

corporation, of the predecessor corporations immedi-
ately before the merger become shareholders of ' ^

the new corporation by virtue of the merger,
'(

-

otherwise than as a result of the acquisition of property of

one corporation by another corporation, pursuant to the pur-

chase of such property by the other corporation or as a

result of the distribution of such property to the other

corporation upon the winding-up of the corporation. R.S.O.

1970, c. 91, s. 66(1).

(2) Where there has been an amalgamation of two or^^^fj^

more corporations after 1971 the following rules apply,
applicable

(a) for the purposes of this Act, the corporate entity ^i|cai

formed as a result of the amalgamation shall be deemed
to be a new corporation the first fiscal year of

which shall be deemed to have commenced at the time

of the amalgamation, and a fiscal year of a predecessor

corporation that would otherwise have ended after

the amalgamation shall be deemed to have ended
immediately before the amalgamation ; R.S.O. 1970,

c. 91, s. 66(2) par. 1.
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Inventory (b) for the purpose of computing the income of the new
corporation for its first fiscal year, where the

property described in the inventory, if any, of the

new corporation at the commencement of that fiscal

year includes,

(i) property that was described in the inventory

of a predecessor corporation at the end of the

fiscal year of the predecessor corporation that

ended immediately before the amalgamation,

which fiscal year of a predecessor corporation

is referred to in this section as its "last fiscal

year", or

(ii) property that would have been described in

the inventory of the predecessor corporation

at the end of its last fiscal year if its income
for that fiscal year had not been computed
in accordance with the method authorized

by subsection 1 of section 31,

the property so included shall be deemed to have

been acquired by the new corporation at the

commencement of its first fiscal year for an amount
determined in accordance with section 15 as the value

thereof for the purpose of computing the income

of the predecessor corporation for its last fiscal year,

except that where the income of the predecessor

corporation for its last fiscal year was computed in

accordance with the method authorized by sub-

section 1 of section 31 , the amount so determined shall

be deemed to be nil; R.S.O. 1970, c. 91, s. 66 (2)

par. 2.

Method
adopted
for com-
patlng
Income

(c) where the method adopted by the new corporation

for computing its income for a fiscal year from a

business is not the same as the method adopted

by a predecessor corporation for computing its

income for its last fiscal year or a previous fiscal

year, in computing the income of the new corporation

for that fiscal year from the business.

(i) there shall be included any amount received

by it in that fiscal year in payment of or on
account of a debt owing to the predecessor

corporation that would, if it had been received

by the predecessor corporation in its last

fiscal year, have been included in computing
the income of the predecessor corporation for

that fiscal year, and
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(ii) there may be deducted any amount paid by
it in that fiscal year in payment of or on
account of a debt owing by the predecessor

corporation that would, if it had been paid

by the predecessor corporation in its last fiscal

year, have been deductible in computing the

income of the predecessor corporation for

that fiscal year; R.S.O. 1970, c. 91, s. 66 (2)

par. 3.

{d) for the purposes of sections 17 and 24 and any^^|]^re-

regulations made under clause a of subsection 1 of property

section 24,

(i) where depreciable property of a prescribed

class has been acquired by the new corporation

from a predecessor corporation, the capital cost

of the property to the new corporation shall

be deemed to be the amount that was the

capital cost thereof to the predecessor cor-

poration, and

(ii) in determining the undepreciated capital cost

to the new corporation of depreciable property

of a prescribed class at any time,

(A) there shall be added to the capital cost -, ,

.

to the new corporation of depreciable

property of that class acquired before *],-A

that time the undepreciated capital

cost to each of the predecessor corpora- i

tions of property of that class imme-
diately before the amalgamation,

(B) there shall be subtracted from the

capital cost to the new corporation of

depreciable property of that class ac-

quired before that time the capital cost

to the new corporation of property of

that class acquired by virtue of the

amalgamation,

(C) a reference in subclause ii of clause a

of subsection 4 of section 17 to amounts
that would have been allowed to a cor-

poration in resf)ect of transferred prop-

erty, at the rate that was allowed to the

cor|K)ration in respect of property of a
prescribed class, shall be construed as

including a reference to amounts that

would have been allowed to a prede-
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cesser corporation in respect of that

property at the rate that was allowed

to the predecessor corporation in re-

spect of property of that prescribed

class, and

Capital
property

Cumulative
eligrible
capital

(D) where depreciable property that is

deemed by subsection 6 of section 39 to

be a separate prescribed class has been
acquired by the new corporation from

a predecessor corporation, the property

shall continue to be deemed to be of

that same separate prescribed class;

R.S.O. 1970, c. 91, s. 66 (2) par. 4.

{e) where any capital property, other than depreciable

property, has been acquired by the new corporation

from a predecessor corporation, the cost of the prop-

erty to the new corporation shall be deemed to be
the amount that was the adjusted cost base thereof

to the predecessor corporation immediately before

the amalgamation; New.

(/) for the purposes of computing the cumulative eligible

capital of the new corporation at any time in respect

of a business, where a predecessor corporation carried

on a business that is carried on by the new corpora-

tion the amount of the cumulative eligible capital of

the predecessor corporation immediately before the

amalgamation in respect of that business shall be
added to the amount determined under subclause i

of clause a of subsection 4 of section 18 in respect
thereof ; New.

Reserves
{g) for the purpose of computing the income of the new

corporation for a fiscal year,

(i) any amount that has been deducted as a

reserve in computing the income of a prede-

cessor corporation for its last fiscal year shall

be deemed to have been deducted as a reserve

in computing the income of the new corpora-

tion for a fiscal year immediately preceding

its first fiscal year, and

(ii) any amount deducted under clause r of sub-

section 1 of section 24 in computing the income
of a predecessor corporation for its last fiscal

year or a previous fiscal year shall be deemed
to have been deducted thereunder in comput-
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ing the income of the new corporation for a

fiscal year immediately preceding its first

fiscal year; R.S.O. 1970, c. 91, s. 66(2)
par. 5.

(h) for the purpose of computing a deduction from the Debts

income of the new corporation for a fiscal year under

clause « or r of subsection 1 of section 24 or sec-

tion 35, where any debt owing to a predecessor

corporation,

(i) that was included in computing the income

of the predecessor corporation for its last

fiscal year or a previous fiscal year, or

(ii) that arose from a loan made in the ordinary

course of business by the predecessor corpora-

tion, part of whose ordinary business was the

lending of money,

has, by virtue of the amalgamation, been acquired

by the new corporation, the amount thereof shall

be deemed to be a debt owing to the new cor-

poration that was included in computing the income

of the new corporation for a previous fiscal year or

that arose from a loan so made by it , as the case may be

;

R.S.O. 1970, c. 91, s. 66 (2) par. 6.

(«) for the purpose of computing a deduction from the fj^erve

income of the new corporation for a fiscal year under
clause p of subsection 1 of section 24, any amount in-

cluded in computing the income of a predecessor cor-

poration from a business for its last fiscal year or a

previous fiscal year in respect of property sold in the

course of the business shall be deemed to have been
included in computing the income of the new cor-

poration from the business for a previous fiscal year

in respect thereof ; R.S.O. 1970, c. 91 , s. 66 (2) par. 10.

(j) for the purpose of computing a deduction from the^'*®'"

income of the new corporation for a fiscal year under
clause of subsection 1 of section 24 or section 34,

any amount included in computing the income of a
predecessor corporation from a business for its last

fiscal year or a previous fiscal year by virtue of

clause a of subsection 1 of section 16 shall be deemed
to have been included in computing the income of the
new corporation from the business for a previous

fiscal year by virtue thereof; R.S.O. 1970, c. 91,

s. 66 (2) par. 14.

%ni
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Sol«BtlflO
MMaroh

(k) for the purpose of section 39, any expenditure of a

capital nature on scientific research made by a prede-

cessor corf)oration in its last fiscal year or a previous

fiscal year that would have been deductible by the

predecessor corporation by virtue of clause b of sub-

section i of section 39 in computing its income for

its last fiscal year shall, to the extent that such

expenditure was not deducted by the predecessor

corporation, be deemed to be an expenditure of a

capital nature on scientific research made in Canada
by the new corporation in its first fiscal year; R.S.O.

1970,c. 91,s. 66(2) par. 11.

Proceeds
not due
until
after
end of
year

(/) for the purpose of computing the income of the new
corporation for its first fiscal year and any subsequent

fiscal year, any amount claimed under subclause iii of

clause a of subsection 1 of section 42 in computing a

predecessor corporation's gain for its last fiscal year

from the disposition of any property shall be deemed.

to have been claimed under that subclause in

computing the new corporation's gain for a

fiscal year immediately preceding its first fiscal

year from the disposition of that property by it

before its first fiscal year, and

to be the amount determined under subclause

i of clause a of subsection 1 of section 42 in

respect of that property ; New.

Outlays
made
pursuant

warranty

(w) for the purpose of section 44, any outlay or expense

made or incurred by the new corporation in a fiscal

year, pursuant to or by virtue of an obligation

described in that section incurred by a predecessor

corporation, that would, if the outlay or expense had
been made or incurred by the predecessor corporation

in that fiscal year, have been deemed to be a loss of the

predecessor corporation for that fiscal year from the

disposition of a capital property shall be deemed to be

a loss of the new corporation for that fiscal year from
the disposition of a capital prof)erty ; New.

Expiry
of options
previously
granted

for the purpose of subsection 2 of section 51 any
option granted by a predecessor corporation that

expires after the amalgamation shall be deemed
to have been granted by the new corporation, and any
proceeds received by the predecessor corporation for

the granting of the option shall be deemed to have
been received by the new corporation therefor ; New.
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(o) for the purpose of computing a deduction from the pQ°°^g*^®^^^^°°

income of the new corporation for a fiscal year under ?pp®''A?
,. ^ .

, , y,-,. aisposition
section 61, any amount that has been included in

computing the income of a predecessor corporation

for its last fiscal year or a previous fiscal year by
virtue of subsection 1 or 3 of section 59, or by virtue

of subsection 15 or 16 of section 58 of The Corporations RS-O- 1^70,

Tax Act as it read in its application to fiscal years

prior to 1972, shall be deemed to have been included

in computing the income of the new corporation for a

previous fiscal year by virtue thereof; New.

iP) for the purpose of computing the tax-paid undis-
un|[|^\^

tributed surplus on hand of the new corporation at buted
r 11 surplus

any time, where a predecessor corporation had tax-onfiand

paid undistributed surplus on hand immediately
before the amalgamation the amount thereof shall be

added to the aggregate of the amounts determined
under subclause i to iii of clause k of subsection 1 of

section 83; New.

{q) for the purpose of computing the 1971 capital sur-
^^'^j^.^^j

plus on hand of the new corporation at any time, s^^rpius

there shall be added to the aggregate of the amounts
determined under subclauses i to iv of clause / of

subsection 1 of section 83 the amount, if any, by ji^fH

which,

(i) the aggregate of amounts each of which is the

1971 capital surplus on hand, if any, of a pre-

decessor corporation immediately before the

amalgamation,

exceeds,

(ii) the aggregate of amounts each of which is the

paid-up capital deficiency, if any, of a pre-

decessor corporation immediately before the

amalgamation ; New.

(r) for the purpose of computing the paid-up capital Pa^ta/'

deficiency of the new corpKjration at any time, there deBciency

shall be added to the aggregate of the amounts
determined under subclauses i to iv of clause d of

subsection 1 of section 83 the amount, if any, by
which,

(i) the aggregate of amounts each of which is

the paid-up capital deficiency, if any, of a
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Idem

Charitable
donations

Losses

predecessor corporation immediately before

the amalgamation,

exceeds,

(ii) the aggregate of amounts each of which is

the 1971 capital surplus on hand, if any, of a

predecessor corporation immediately before

the amalgamation ; New.

(s) for the purpose of computing the 1971 capital sur-

plus on hand or the paid-up capital deficiency, as the

case may be, of the new corporation, in determining

any amount under subclause ii or vii of clause / of

subsection 1 of section 83 any capital property owned
by a predecessor corporation on December 31, 1971

that was acquired by the new corporation by virtue

of the amalgamation shall be deemed to have been

acquired by the new corporation before 1972 at an

actual cost to it equal to the actual cost of the prop-

erty to the predecessor corporation; New.

{t) for the purposes of clauses a and b of subsection 1 of

section 98, gifts made by a predecessor corporation in

its last fiscal year shall, to the extent that they were

not deductible in computing its taxable income for

that fiscal year, be deemed to have been made by the

new corporation in a fiscal year immediately pre-

ceding its first fiscal year; R.S.O. 1970, c. 91,

s. 66 (2) par. 7.

(«) for the purpose of section 99, a non-capital loss,

net capital loss or restricted farm loss of a pre-

decessor corporation for a fiscal year is not deductible

in computing the taxable income of the new cor-

poration; R.S.O. 1970, c. 91, s. 66 (2) par. 8.

Taxable
dividends

Capital
dividend
account

(v) for the purposes of subsections 3 and 4 of section

100, where a share owned by a predecessor cor-

poration has, by virtue of the amalgamation, been

acquired by the new corporation any taxable dividend

received on the share by the predecessor corporation

that was deductible from the predecessor corporation's

income for a fiscal year under section 100 shall be

deemed to be a taxable dividend received by the

new corporation that was deductible from the new
corporation's income for a fiscal year under section

100; New.

[w) in the case of a new corporation that is a private

corporation, for the purposes of computing the
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capital dividend account of the new corporation at

any particular time,

(i) one-half of the amount of any capital gain

and one-half of the amount of any capital loss

of any predecessor private corporation for any
fiscal year commencing after it last became
a private corporation and ending after 1971 and
either before or at the time of the amalgamation
shall, in the case of a capital gain, be included,

and in the case of a capital loss, be deducted,

(ii) any amount that would, if the amalgamation
had not occurred but if any fiscal year of a

predecessor corporation that would otherwise

have ended next after the amalgamation had
ended immediately before the amalgamation,
have been required by any of subclauses ii to iv

of clause b of subsection 1 of section 83 to be

included in computing the predecessor cor-

poration's capital dividend account immedi-
ately after the amalgamation shall be included,

and

(iii) any capital dividend that became payable by
any predecessor corporation after it last be-

came a private corporation and before the vftl

amalgamation shall be deducted ; New.
,

{x) in the case of a new corporation that is a mutual Mutual ,Ja

fund corporation, corporation ^

(i) for the purpose of computing its capital gains

dividend account at any time, where a pre-

decessor mutual fund corporation had a capital

gains dividend account immediately before

the amalgamation the amount thereof shall be

added to the amount determined under section

109, and

(ii) for the purpose of computing its refundable

capital gains tax on hand at the end of any
fiscal year, where a predecessor mutual fund

corp)oration had refundable capital gains tax

on hand immediately before the amalgamation
the amount thereof shall be added to the

amount determined under section 109; New.

(y) for the purpose of section 192 of the Income Tax Act o??viQ^\!c^«i

(Canada) except subsection 1 1 thereof, where a cor- pj*vli
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Designated
surplas

1970-71. c. 63
(Can.)

1971
undistributed
income on
liand

(z)

za]

poration was controlled by a predecessor corporation

immediately before the amalgamation and has, by
virtue of the amalgamation, become controlled by the

new corporation, the new corporation shall be deemed
to have acquired control of the corporation so con-

trolled at the time control thereof was acquired

by the predecessor corporation ; New.

for the purpose of computing the designated surplus

of the new corporation at any particular time,

there shall be added to the aggregate of the amounts
determined under subparagraphs i and ii of para-

graph a of subsection 13 of section 192 of the Income
Tax Act (Canada) or under subparagraphs i to iii of

paragraph b of subsection 13 of section 192 of the

Income Tax Act (Canada), as the case may be, the

aggregate of amounts each of which is an amount in

respect of a predecessor corporation, equal to,

(i) in any case where the predecessor corporation

was, immediately before the amalgamation,
controlled by a corporation that, immediately
after the amalgamation and thereafter without
interruption until the particular time, con-

trolled the new corporation, its designated

surplus immediately before the amalgamation,
and

(ii) in any other case, the amount that its

designated surplus would have been immedi-
ately before the amalgamation if control of the

predecessor corporation had been acquired by
another corporation immediately before the

amalgamation; New.

for the purpose of computing the 1971 undistributed
income on hand of the new corporation at any time,

except as that computation applies for the purpose
of determining the designated surplus of the new
corporation at any time, where a predecessor cor-

poration had 1971 undistributed income on hand
immediately before the amalgamation the amount
thereof shall be added to the aggregate of the amounts
determined under paragraphs a, b and c of sub-
section 4 of section 196 of the Income Tax A ct (Canada)

.

New.

(3) Where there has been an amalgamation of two or more
Where
share of
predecessor , • r < /-«-7 < -i

•

corporauon corporations alter 1971 and, immediately before the amalgama-
Mother^ tion, one of the predecessor corporations, in this subsection

coloration referred to as the "owner corporation", owned any share of
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the capital stock of another of the predecessor corporations,

the following rules apply,

(a) for the purpose of computing the paid-up capital

deficiency of the new corporation at any time, the

amount, if any, by which the paid-up capital in

respect of the share immediately before the amalgama-
tion exceeds the adjusted cost base of the share

to the owner corporation immediately before the

amalgamation shall be added to the aggregate of the

amounts determined under subclauses i to iv of

clause d of subsection 1 of section 83 ; and

(6) for the purpose of computing the post- 1971 un-

distributed surplus on hand, within the meaning
nven to that expression by subsection 15 of section

192 of the Income Tax Act (Canada), of the new cor- i97o-7i, c. 63

poration at any time, the amount, if any, by which the

adjusted cost base of the share to the owner cor-

poration immediately before the amalgamation ex-

ceeds the paid-up capital in respect of the share

immediately before the amalgamation shall be added
to the aggregate of the amounts determined under
paragraphs a to i of subsection 15 of section 192 of I

the Income Tax Act (Canada). New. I

(4) Where there has been an amalgamation of two orRuiea Vlfl

more corporations after 1971, for the purpose of computing fo? ,. J
the income of each shareholder, except any predecessor cor- income o°*^

poration, who owned one or more shares of the capital stock of pre^°^***'^

of a predecessor corporation immediately before the amalgama- corporation

tion, the following rules apply,

(a) where the shareholder owned one or more preferred

shares of any class of the capital stock of the prede-

cessor corporation immediately before the amalgama-
tion and received no consideration for the disposition

of those shares on the amalgamation other than one

or more preferred shares of a class of the capital stock

of the new corporation having substantially the same
rights and conditions attaching thereto, determined

without regard to any voting rights attaching to any
shares, as attached to the shares of the predecessor

corporation so disposed of by him,

(i) the shareholder shall be deemed to have dis-

posed of the preferred shares of the class of the

capital stock of the predecessor corporation

so disposed of by him on the amalgamation,

for proceeds equal to the adjusted cost base
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to him of those shares immediately before the
amalgamation, and

he shall be deemed to have acquired the pre-

ferred shares of the class of the capital stock

of the new corporation so acquired by him as

consideration for the disposition of the pre-

ferred shares described in subclause i, at a cost

to him equal to the proceeds described in that

subclause; and

(b) where,

(i) the shareholder owned one or more common
shares of the capital stock of the predecessor

corporation immediately before the amalgama-
tion,

(ii) none of the persons, except any predecessor

corporation, who owned one or more of the
common shares of the capital stock of the

predecessor corporation immediately before

the amalgamation received any consideration

for the disposition of those shares on the
amalgamation, other than one or more shares

of the capital stock of the new corporation,

and

(iii) either,

(A) the persons, except any predecessor

corporation, who together owned all of

the common shares of the capital stock

of the predecessor corporation imme-
diately before the amalgamation to-

gether received as consideration for the

disposition of those shares on the amal-

gamation not less than 25 per cent of the

shares of each particular class of the

issued common shares of the capital

stock of the new corporation imme-
diately after the amalgamation,

or,

(B) in any case where,

1. the shareholder owned one or

more of the common shares of

the capital stock of one or more
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other predecessor corporations

immediately before the amalga-
mation, and

2. none of the persons, except any
predecessor corporation, who
owned one or more of the com-
mon shares of the capital stock

of such one or more other prede-

cessor corporations immediately
before the amalgamation re-

ceived any consideration for the

disposition of those shares on
the amalgamation other than
one or more shares of the capital

stock of the new corporation,

the shareholder received on the amal-

gamation, as consideration for the dis-

position of the common shares of the

capital stock of the predecessor cor-

poration and of such one or more other

predecessor corporations owned by him
immediately before the amalgamation,
not less than 80 per cent of the shares

of each particular class of the issued

common shares of the capital stock of

the new corporation immediately after ^^'l

the amalgamation, ,, j

the shareholder, ^|lj

(iv) shall be deemed to have disposed of the com-
mon shares of the capital stock of the prede-

cessor corporation so disposed of by him on

the amalgamation, for proceeds equal to the

adjusted cost base to him of those shares

immediately before the amalgamation, and

(v) shall be deemed to have acquired the shares

of any particular class of the capital stock of

the new corporation so acquired by him as

consideration for the disposition of the com-
mon shares described in subclause iv, at a

cost to him equal to that proportion of the

proceeds described in subclause iv that,

(A) the fair market value, immediately
after the amalgamation, of all shares

of that particular class so acquired by
him,
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is of,

(B) the fair market value, immediately after

the amalgamation, of all of the shares

of the capital stock of the new cor-

poration so acquired by him as consider-

ation for the disposition of the common
shares described in subclause iv. New.

Percentage (5) For the purposes of sub-subclause A of subclause iii of
ofsharee ,,<•,. ^i rii t
received clause h of subsection 4, the percentage of the shares of any
holders of particular class of the issued common shares of the capital

cor^ration stock of the new corporation immediately after the amal-

gamation received as described in that sub-subclause by the

persons, except any predecessor corporation, who together

owned all of the common shares of the capital stock of a

particular predecessor corporation shall be deemed to be,

(a) the percentage thereof otherwise determined,

plus,

(6) that proportion of the percentage described in clause
n +hafa that.

the fair market value of the issued common
shares of the capital stock of the particular

predecessor corporation owned by all other

predecessor corporations immediately before

the amalgamation.

is of,

(ii) the fair market value of the issued common
shares of the capital stock of the particular

predecessor corporation owned by all persons,

except any predecessor corporation, immedi-
ately before the amalgamation. New.

ex°iOTat°on ^^^ Where there has been an amalgamation of two or more
and develop- corporations after 1971 and the new corporation is a principal-

expenses business corporation within the meaning given to that expres-

sion by subsection 12 of section 63, there may be deducted by
the new corporation in computing its income for a fiscal year the

aggregate of the following amounts in respect of expenses
incurred by predecessor corporations, namely, in respect of each
individual predecessor corporation, the amount that is the

lesser of,

(a) the aggregate of the Canadian exploration and develop-
ment expenses, within the meaninggiven to that expres-
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sion by subsection 12 of section 63, incurred by the

predecessor corporation to the extent that such

expenses,

(i) were not deductible by the new corporation

in computing its income for a previous fiscal

year, and were not deductible by the pre-

decessor corporation in computing its income
for its last fiscal year or for a previous fiscal

year, and

(ii) would, but for clause b of subsection 1 of

section 63, have been deductible by the pre-

decessor corporation in computing its income
for its last fiscal year, and

(b) of the aggregate determined under clause a, an
amount equal to such part of the income of the new
corporation for the year if no deduction were allowed

under this section, section 62 or section 63, minus
any deductions allowed for the fiscal year by section

100 as may reasonably be regarded as attributable

to the production of petroleum or natural gas from

wells, or the production of minerals from mines,

situated on property in Canada from which the pre-

decessor corporation had, immediately before the

amalgamation, a right to take or remove petroleum

or natural gas or a right to take or remove
minerals

,

and no amount in respect of expenses of the predecessor

corporation included in the aggregate determined under clause

a shall where subsection 15 of section 192 of the Income Tax ^ct^^^^''^-'^-^^

(Canada) is being applied to determine for the purposes of

clause z of subsection 2 of this section the designated surplus

of the predecessor corporation imnudiatcly before the amal-

gamation, be included in the amount or amounts deductible

under any {)aragraph of subsection 15 of section 1Q2 of the

Income fax .Ic/ (Canada). R.S.O 1970. c. 91, s. 66 (2). par.

13, (3), amended.

82. Where a Canadian corporation, in this section referred windinp^up

to as the "subsidiary", has been wound up after 1971 and all owned

of the issued shares of the capital stock thereof were, corporation

immediately before the winding-up, owned by another Canadian

corporation, in this section referred to as the "parent", not-

withstanding any other provisions of this Act the following

rules apply,
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(a) each property of the subsidiary that was distributed

to the parent on the winding-up shall be deemed
to have been disposed of by the subsidiary for pro-

ceeds equal to,

(i) in the case of any property described in

subsection 2 of section 59, nil, and

(ii) in the case of any other property, the cost

amount to the subsidiary of the prop)erty

immediately before the winding-up

;

(6) the shares of the capital stock of the subsidiary

shall be deemed to have been disposed of by the

parent on the winding-up for proceeds equal to the

greater of,

(i) the lesser of the paid-up capital limit of the

subsidiary immediately before the winding-up

and the amount determined under subclause i of

clause d, and

(ii) the aggregate of amounts each of which is an
amount in respect of any share of the

capital stock of the subsidiary so disposed

of by the parent on the winding-up, equal

to the adjusted cost base to the parent of

the share immediately before the winding-up

;

(c) the cost to the parent of each property of the

subsidiary distributed to the parent on the winding-

up shall be deemed to be the amount deemed by
clause a to be the proceeds of disposition of the

property, plus, where the property was a capital

property, other than depreciable property, of the

subsidiary, the amount determined under clause d in

respect thereof

;

{d) the amount determined under this clause in respect

of each property that was a capital property, other

than depreciable property, of the subsidiary is such

portion of the amount, if any, by which the aggregate

determined under subclause ii of clause b exceeds,

(i) the amount, if any, by which,

(A) the aggregate of amounts each of which
is an amount in respect of any property

owned by the subsidiary immediately

before the winding-up, equal to the cost
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amount to the subsidiary of the property

immediately before the winding-up,

plus the amount of any money of the

subsidiary on hand immediately before

the winding-up,

exceeds

(B) the aggregate ofamounts each ofwhich is

the amount of any debt owing by the

subsidiary, or of any other obligation

of the subsidiary to pay any amount,

that was outstanding immediately

before the winding-up,

as is designated by the parent in respect of that

capital property in its return for its fiscal year in

which the subsidiary was so wound up, except that,

(ii) in no case shall the amount so designated

in respect of any such capital property exceed

the amount, if any, by which the fair market
value of the property immediately before the

winding-up exceeds the cost amount to the

subsidiary of the property immediately before

the winding-up, and

(iii) in no case shall the aggregate of amounts

so designated in respect of all such capital

properties exceed the amount, if any, by which

the aggregate determined under subclause ii

of clause b exceeds the amount determined

under subclause i

;

(e) the subsidiary shall be deemed to have paid and
the parent shall be deemed to have received,

immediately before the winding-up, a dividend on
the shares of the capital stock of the subsidiary

equal to the amount, if any, by which the amount
determined under subclause i of clause d exceeds

the paid-up capital limit of the subsidiary immedi-
ately before the winding-up ; and

(J) where property that was depreciable property of a

prescribed class of the subsidiary has been distributed

to the parent on the winding-up and the capital cost

to the subsidiary of the property exceeds the amount
deemed by clause a to be the subsidiary's proceeds

of disposition thereof, for the pur|x>ses of sections

Vi»f
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17 and 24 and any regulations made under clause a

of subsection 1 of section 24,

(i) notwithstanding clause c the capital cost to

the parent of the property shall be deemed
to be the amount that was the capital cost

thereof to the subsidiary, and

(ii) the excess shall be deemed to have been

allowed to the parent in respect of the property

under regulations made under clause a of

subsection 1 of section 24 in computing income

for fiscal years before the acquisition by the

parent of the property. New.

83.—(1) In this Subdivision,

Interpre-
<*t*on

(^) "Canadian corporation" at any time means a cor-

poration that was resident in Canada at that time

and was,

(i) incorporated in Canada, or

(ii) resident in Canada throughout the period com-
mencing June 18, 1971 and ending at that

time,

except that for the purposes of subsection 1 of

section 77 a corporation that was incorporated in

Canada before April 27, 1965 and that was not

resident in Canada at the end of 1971 shall be
deemed not to be a Canadian corporation ; R.S.O.

1970, c. 91, s. 1 (1) par. 8.

(6) "capital dividend account" of a corporation at any
particular time means the amount, if any, by which
the aggregate of,

(i) one-half of the amount, if any, by which the

aggregate of the capital gains of the cor-

poration, for fiscal years in the period com-
mencing with the first fiscal year commencing
after the time the corporation last became a
private corporation and ending after 1971,

and ending with the last fiscal year ending

before the particular time, exceeds the aggre-

gate of its capital losses for those fiscal years,
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(ii) all amounts each of which is an amount in

respect of a dividend received by the corpora-

tion on a share of the capital stock of another

corporation in the period, which amount was,

by virtue of subsection 2 of section 77, not

included in computing the income of the cor-

poration,

(iii) all amounts each of which is an amount in

respect of a business carried on by the cor-

poration at any time in the period, equal to

the amount, if any, by which,

(A) the aggregate of the eligible capital

amounts, within the meaning given to

that expression by subsection 1 of sec-

tion 18, in respect of the business that

became payable to the corporation in

the period,

exceeds the aggregate of,

(B) the cumulative eligible capital of the

corporation in respect of the business

at the commencement of the period, and

(C) one-half of the aggregate of the eligible

capital expenditures in respect of the

business that were made or incurred by
the corporation in the period, and

(iv) the amount, if any, by which,

(A) the proceeds of any life insurance policy

received by the corporation in the

period and after 1971 in consequence

of the death of any person whose life

was insured under the policy,

exceeds

(B) all amounts paid as or on account of

premiums paid under the policy,

exceeds the aggregate of all capital dividends that

became payable by the corporation after the com-
mencement of the period and before the particular

time ; New.

(c) "paid-up capital" in respect of a share of any class

of the capital stock of a corporation at any particular
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time means an amount equal to the paid-up capital

of the corporation at that time that is represented

by the shares of the class to which that share

belongs, divided by the number of issued shares of

that class then outstanding; R.S.O. 1970, c. 91,

s. 2 (2) ig).

{d) "paid-up capital deficiency" of a corporation at any
particular time means the amount, if any, by which
the aggregate of,

(i) the amounts determined under subclauses v
and vi of clause / in respect of the corporation,

(ii) all amounts determined under subclauses vii

and viii of clause / in respect of the corporation

at the particular time,

(iii) the paid-up capital at the particular time in

respect of any shares of the capital stock of

the corporation issued after 1971 that were

received by a person as described in subsec-

tion 1 of section 37, and

(iv) where subsection 1 or 2 of section 79 has been

applicable in respect of any disposition of

property to the corporation before the par-

ticular time, the amount, if any, by which,

(A) the amount by which any increase, by
virtue of the disposition, in the paid-up

capital of the corporation exceeds any
increase, by virtue of the dispwDsition,

in the value of its assets, determined

as though the value of any property so

transferred were its cost to the cor-

poration for the purposes of this Part

and as though this Part were read with-

out reference to subsection 5 of sec-

tion 79, less its liabilities,

exceeds

(B) the amount by which any increase, by
virtue of the disposition, in the paid-up

capital of the corporation exceeds any
increase, by virtue of the disposition,

in the value of its assets less its liabili-

ties,

exceeds the aggregate of,
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(v) the tax equity of the corporation at the end
of its 1971 fiscal year,

(vi) all amounts determined under subclauses ii,

iii, iv and iv.l of clause / in respect of the

corporation at the particular time,

(vii) all amounts each of which is an amount deemed
by subsection 2, 3, or 4 of section 78 to be a

dividend paid before the particular time by the

corporation on shares of any class, to the extent

of the amount, if any, by which the paid-up

capital in respect of the shares of that class

at the time the dividend was paid exceeds the

paid-up capital limit of the corporation at the

time the dividend was paid,

(viii) all amounts each of which is an amount in

respect of a reduction of the paid-up capital

of the corporation after its 1971 fiscal year

and before the particular time, equal to the

amount, if any, by which the amount of the

reduction exceeds the aggregate of amounts
paid by it to its shareholders on the reduction,

(ix) all business losses, within the meaning of The^-^-^-^^^'^-^^

Corporations Tax Act as it read in its applica-

tion to the fiscal years prior to 1972

,

sustained by
the corporation in fiscal years ending before

1972, to the extent that such losses have been

deducted under clause a of subsection 1 of sec-

tion 99 from the corporation's income for any
fiscal year ending after 1971 and before the

particular time, and

(x) all amounts each of which is an amount in

respect of any purchase by the corporation

before the particular time of any shares of

its capital stock in respect of which tax under

section 181 of the Income Tdx Act (Canada) (^^'^'^y-*^®^

• is payable by it, equal to the amount, if any,

by which the amount described in paragraph a

of subsection 1 of section 181 of that Act in

respect of the purchase exceeds the amount
described in paragraph b of subsection 1 of sec-

tion 181 of that Act in respect thereof; New.

(e) "paid-up capital limit" of a corporation at any
particular time means the amount, if any, by which
the paid-up capital of the corporation at that time
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in resf)ect of all of the shares of its capital stock

exceeds the corporation's paid-up capital deficiency

at that time ; New.

(f) "private corporation" at any particular time means
a corporation that, at the particular time, was resident

in Canada, was not a public corporation, and was not

controlled, directly or indirectly in any manner
whatever, by one or more public corporations; and
for greater certainty for the purposes of determining,

at any particular time, when a corporation last became
a private corporation,

(i) a corporation that was a private corporation

at the commencement of its 1972 fiscal year

and thereafter without interruption until the

particular time shall be deemed to have last

become a private corporation at the end of its

1971 fiscal year, and

(ii) a corporation incorporated after 1971 that

was a private corporation at the time of its

incorporation and thereafter without inter-

ruption until the particular time shall be
deemed to have last become a private cor-

poration immediately before the time of its

incorporation ; New.

ig) "public corporation" at any particular time means
a corporation that was resident in Canada at the

particular time, if,

(i) at the particular time, a class or classes

of shares of the capital stock of the corporation

were listed on a prescribed stock exchange in

Canada,

(ii) at any time after June 18, 1971 and,

(A) before the particular time, it elected

in the prescribed manner to be a public

corporation, and at the time of the

election it complied with the prescribed

conditions relating to the number of its

shareholders, dispersal of ownership of

its shares, pubhc trading of its shares

and size of the corporation, or

(B) before a day thirty days before the

particular time, it was, by notice in
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writing to the corporation, designated

by the Minister of National Revenue
for Canada to be a public corporation,

and at the time it was so designated

it comphed with the conditions referred

to in sub-subclause A,

unless subsequent to the election or designation

,

as the case may be, and before the particular

time, it ceased to be a public corporation by
virtue of subclause iii, or

(iii) at any time after June 18, 1971 and before

the particular time, it was a public corporation,

unless after the time it last became a public

corporation and,

(A) before the particular time, it elected

in the prescribed manner not to be a

public corporation, and at the time it so

elected it complied with the prescribed

conditions relating to the number of

its shareholders, dispersal of ownership

of its shares and public trading of its

shares, or

(B) before a day thirty days before the

particular time, it was, by notice in

writing to the corporation, designated

by the Minister of National Revenue
for Canada not to be a public corpora-

tion, and at the time it was so designated

it comphed with the conditions referred

to in sub-subclause A,

in which case it shall be deemed thereupon

to have ceased to be a public corporation;

New.

(h) "tax equity" of a corporation at the end of its 1971

fiscal year means the amount, if any, by which the

aggregate of all amounts each of which is,

(i) an amount in respect of depreciable property
of a prescribed class owned by the corporation

immediately after that time, equal to the

undepreciated capital cost thereof to the

corporation at that time,

.3«f
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R.8.0. 1970. c. 91

(ii) an amount in resp>ect of any other depreciable

property owned by the corporation at that time,

equal to the amount by which,

(A) the actual cost of the property to the

corporation, or the amount at which it

was deemed to have acquired the prop-

erty under subsection 8 of section 32
of The Corporations Tax Act as it read

in its appHcation to the fiscal years prior

to 1972, as the case may be,

exceeds

(B) the aggregate of amounts in respect

of the cost of the property that were

allowed under clause a of subsection 2

of section 23 of The Corporations Tax
Act as it read in computing the income
of the corporation for fiscal years ending

before 1972,

(iii) an amount in respect of any capital property,

other than depreciable property, owned by
the corporation at that time, equal to its

cost to the corporation, determined without

reference to the Corporations Tax Application

Rules, 1972, minus any amounts in respect

of the cost thereof deducted in computing
the income of the corporation under Part III

of The Corporations Tax Act as it read in its

application to fiscal years prior to 1972,

(iv) an amount in respect of property owned by
the corporation and described in its inventory
at that time equal to its value, at that time,

for the purposes of computing the income of

the corporation under Part III of The Cor-

porations Tax Act as it read in its application

to fiscal years prior to 1972,

(v) the amount of any debt owing to the cor-

poration, other than any debt the amount of

which was included in computing the cor-

poration's income for its 1971 fiscal year and
deducted in computing that income under
clause m of subsection 1 of section 23 of The
Corporations Tax Act as it read in its appli-

cation to fiscal years prior to 1972, or of any
other right of the corporation to receive an
amount, that was outstanding at that time,
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minus such portion thereof as was not but would
have been, if the amount had been received by
the corporation in its 1971 fiscal year, included

in computing its income for that fiscal year,

(vi) the amount of any money of the corporation

on hand at that time, or

(vii) such part, if any, of,

(A) the cost to the corporation of any
property, other than property described

in subclauses i to v, owned by the

corporation at that time, or

(B) any expenditure incurred by the cor-

poration, other than an expenditure to

acquire property, before that time,

as was not deductible in computing the cor-

poration's income for the 1971 or any previous

fiscal year for the purposes of Part III of

The Corporations Tax Act as it read in its^|jO

application to that fiscal year, but would have
been deductible in computing its income for

the 1971 fiscal year if The Corporations Tax
Act as it read in its application to that fiscal

year had been read without reference to any
restriction on the quantum of any deduction

thereunder,

exceeds the aggregate of all amounts each of which is,

(viii) the amount of any debt owing by the corpora-

tion or of any other obligation of the cor-

poration to pay an amount, that was outstand-

ing at that time, minus such part, if any,

thereof as would be, if the amount were paid

by the corporation in its 1972 fiscal year,

deductible in computing its income for its 1972

fiscal year, or

(ix) the amount of any reserve deducted in

computing the corporation's income for its

1971 fiscal year under Part III of The Cor-

porations Tax Act as it read in its application

to that fiscal year ; New.

(•) "taxable Canadian corporation" means a corpora-

tion that.

1970,
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(i) was a Canadian corporation at the time any
dividend in respect of which the expression

is relevant was received or deemed to have been

received, and

(ii) was not, by virtue of a statutory provision,

1970-71. c. 63 exempt from tax under Part I of the Income
Tax Act (Canada) for the fiscal year of the

corporation during which the dividend was
received or deemed to have been received ; New.

(j) "taxable dividend" means a dividend in respect

of which the corporation paying the dividend has

not elected in accordance with section 83 of the

Income Tax Act (Canada) in respect of the full

amount thereof ; New.

{k) "tax-paid undistributed surplus on hand" of a

corporation at any particular time means the

amount, if any, by which the aggregate of,

(i) the lesser of,

(A) the amount that the corporation's

tax-paid undistributed income, within

the meaning of the Income Tax Act

(Canada) as it read in its appHcation

to the 1971 fiscal year, would be, if that

Act as it so read were applicable to the

period consisting of that part of the

corporation's 1972 fiscal year that is

before 1972, as of the end of 1971, and

(B) the amount that the corporation's

1971 undistributed income on hand, as

determined for purposes of the Income
Tax Act (Canada), would be on January
1, 1972 if subsection 4 of section 196

of the Income Tax Act (Canada) were
read without reference to paragraph d

thereof,

(ii) all amounts on which, before the particular

time, tax has been paid by the corporation

under Part IX of the Income Tax Act (Canada),

minus all amounts of that tax, and

(iii) all amounts each of which is an amount
in respect of a dividend received by the

corporation on a share of any class of the
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capital stock of another corporation after

1971 and before the particular time, equal
to the amount, if any, by which,

(A) that proportion of such part of the

whole dividend paid by the other

corporation on all shares of that class

at the time it paid the dividend so

received by the corporation as was
payable out of the other corporation's

tax-paid undistributed surplus on hand,

that the dividend so received by the

corporation is of the whole dividend

so paid by the other corporation,

exceeds

(B) 85/15 of the amount, if any, that the

Minister of National Revenue for

Canada was, before the particular

time, required by subsection 2 of

section 196 of the Income Tax Ad^^^^-^-^^
(Canada) to pay to the corporation in

respect of the dividend so received

by it,

exceeds the aggregate of such of the dividends

that became payable by the corporation before

the particular time as were payable out of the

corporation's tax-paid undistributed surplus on hand

;

and. New.

(/) "1971 capital surplus on hand" of a corporation at

any particular time means the amount, if any, by
which the aggregate of,

(i) the tax equity of the corporation at the end
of its 1971 fiscal year,

(ii) all amounts each of which is an amount in

respect of a capital property of the corpora-

tion owned by it on December 31, 1971 and
disposed of by it after that date and before

the particular time, equal to the amount, if

any, by which the lesser of its fair market
value on the day fixed by proclamation for

the purposes of Subdivision B and the corpora-

tion's proceeds of disposition thereof exceeds

its actual cost to the corporation determined

without reference to the Corporations Tax
Application Rules, 1972,
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(iii) all amounts each of which is an amount in

respect of a capital property owned by it at

the end of its 1971 fiscal year or acquired by
it thereafter and disposed of by the corpora-

tion before 1972, equal to the amount, if any,

by which the corporation's proceeds of disposi-

tion thereof exceeds its actual cost to the

corporation determined without reference to

the Corporations Tax Application Rules, 1972,

(iv) all amounts each of which is an amount in

respect of a dividend received by the cor-

poration on a share of the capital stock of

another corporation after 1971 and before the

particular time, which amount was, by virtue

of subsection 1 of section 77, not included in

computing the income of the corporation by
virtue of this Subdivision, minus such portion,

if any, of that amount as was payable out of

the other corporation's tax-paid undistributed

surplus on hand, and

(iv.l) all amounts each of which is an amount in

respect of an eligible capital amount, within

the meaning given to that expression by sub-

section 1 of section 18, in respect of a business

carried on by the corporation that became pay-

able to the corporation in a fiscal year com-
mencing after the time the corporation last

became a private corporation and ending before
the particular time, equal to the amount, if

any, by which,

(A) the amount that the eligible capital

amount would be but for the provisions

of the Corporations Tax Application

Rules, 1972 relating to section 18,

exceeds

(B) the eligible capital amount,

exceeds the aggregate of,

(v) the paid-up capital of the corporation at the

end of its 1971 fiscal year in respect of all of

the shares of its capital stock,

(vi) the amount that the corporation's undis-

tributed income on hand, within the meaning
given to that expression by the Income Tax Act

? f-is

^^^ (Canada) as it read in its application to the 1971
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fiscal year, would be at the end of its 1971 fiscal

year if,

(A) that Act as it so read were read with-

out reference to subparagraph iii of

paragraph a of subsection 1 of section

82 thereof, and

(B) references in paragraph a of subsection

1 of section 82 of that Act, except sub-

subparagraph A of subparagraph vii,

thereof to "1917" were read as refer-

ences to "1950",

(vii) all amounts each of which is an amount in

respect of a capital property, other than de-

preciable property, of the corporation owned
by it on December 31, 1971 and disposed of

by it after that date and before the par-

ticular time, equal to the amount, if any,

by which its actual cost to the corporation

determined without reference to the Corpora-

tions Tax Application Rules, 1972 exceeds the

greater of the fair market value of the prop-

erty on the day fixed by proclamation for

the purposes of Subdivision B and the cor-

poration's proceeds of disposition thereof,

(viii) all amounts each of which is an amount in •'•*

respect of a capital property, other than de-

preciable property, owned by it at the end of

its 1971 fiscal year or acquired by it there-

after and disposed of by it before 1972, equal

to the amount, if any, by which its actual

cost to the corporation determined without

reference to the Corporations Tax Application

Rules, 1972 exceeds the corporation's proceeds

of disposition thereof, and

(ix) all amounts each of which is an amount in

respect of a dividend that became payable by
the corporation before the particular time,

equal to the portion, if any, thereof payable

out of its 1971 capital surplus on hand. New.

(la) In subsection 1, "the day fixed by proclamation forg^y^"**

the purposes of Subdivision B" is the day fixed by proclamation yrociamauon

for the purposes of Subdivision c of Division B of Part I of(Can.)'

the Income Tax Act (Canada). New.

(2) Notwithstanding clause / of subsection 1, a life insur-J^JJ^^j

ance corporation's 1971 capital surplus on hand at any par-^^^i^J>°,

ticular time is the amount, if any, by which the aggregate o^j.^^°^foQ
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(a) all amounts each of which is an amount in respect

of any prof)erty disposed of by the corporation after

1968 and before 1972 that would, if the property had
been disposed of after 1972, have been a capital

property of the corporation, equal to the amount,
if any, by which the proceeds of disposition of the

property exceed the cost to the corporation thereof

;

and

{b) the amount determined under subclause ii of clause /

of subsection 1 in respect of the corporation at the

particular time,

exceeds the aggregate of,

(c) all amounts each of which is an amount in respect

of any property described in clause a, equal to the

amount, if any, by which the cost to the corporation

of the property exceeds the proceeds of disposition

thereof

;

(d) the amount determined under subclause vii of clause /

of subsection 1 in respect of the corporation at the

particular time; and

{e) all amounts each of which is an amount in respect

of a dividend that became payable by the cor-

poration before the particular time, equal to the

portion, if any, thereof payable out of its 1971

capital surplus on hand. New.

Subdivision H—shareholders of
corporations not resident in canada

recew^** 84. In computing the income for a fiscal year of a cor-

fi^mnon- poration resident in Canada, there shall be included any
resident

*^

^ • , t , • • t n ,

corporauon amounts received by the corporation in the fiscal year as,

on account or in lieu of payment of, or in satisfaction of,

dividends on a share owned by it of the capital stock of a
corporation not resident in Canada. New.

Subdivision I

—

partnerships
AND THEIR MEMBERS

roles'^
85.—(1) Where a corporation is a member of a partner-

ship, its income, net capital loss, non-capital loss and restricted

farm loss, if any, for a fiscal year, or its taxable income
earned in Canada for a fiscal year, as the case may be, shall

be computed as if,
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{a) the partnership were a separate person resident in

Canada

;

(6) the taxation year of the partnership were its fiscal

year;

(c) each partnership activity, including the ownership

of property, were carried on by the partnership as a

separate person, and a computation were made of

the amount of,

(i) each taxable capital gain and allowable

capital loss of the partnership from the dis-

position of property, and

(ii) each income and loss of the partnership from

each other source or from sources in a par-

ticular place,

for each fiscal year of the partnership;

{d) each income or loss of the partnership for a fiscal

year were computed as if no deduction were per-

mitted by subsection 1 of section 62, section 63 or

the provisions of the Corporations Tax Application

Rules, 1972 relating to exploration and development jfl
expenses

;

(e) each gain of the partnership from the disposition

of land used in a farming business of the partnership

were computed as if this Act were read without

reference to clause h of subsection 1 of section 55;

(/) the amount of the income of the partnership for a

fiscal year from any source or from sources in a

particular place were the income of the corporation

from that source or from sources in that particular

place, as the case may be, for the fiscal year of the

corporation in which the partnership's fiscal year

ends, to the extent of the corporation's share thereof;

and

ig) the amount of the loss of the partnership for a fiscal

year from any source or from sources in a particular

place were the loss of the corporation from that source

or from sources in that particular place, as the case

may be, for the fiscal year of the corporation in which
the partnership's fiscal year ends, to the extent of

the corporation's share thereof.
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Construction (2) The provisions of this Subdivision shall be read and
construed as if each of the assumptions in clauses a to j? of

subsection 1 were made. New.

Contribution
of property
to
partnership

86.—(1) Where at any time after 1971 a partnership has

acquired property from a person who was, immediately after

that time, a member of the partnership, the partnership shall

be deemed to have acquired the property at an amount equal

to its fair market value at that time and the person shall

be deemed to have disposed of the property for proceeds

equal to that fair market value. New.

Rules

wnere
election
by partners

(2) Notwithstanding any other provision of this Act, where

at any time after 1971 a Canadian partnership has acquired

property from a person who was, immediately after that

time, a member of the partnership, if all the persons who
immediately after that time were members of the partner-

ship have jointly so elected in respect of the property in the

prescribed form and within the prescribed time, the following

rules apply

:

(a) the amount that all of those persons have agreed

upon in their election in respect of the property

shall be deemed to be the person's proceeds of

disposition of the property and the amount for which
the partnership acquired the property

;

[h) the amount, if any, by which the amount so elected

in respect of the property exceeds the amount of the

consideration, other than an interest in the partner-

ship, received by the person for the property shall,

(i) if immediately before that time the person

was a member of the partnership, be included
in computing the adjusted cost base to him
of his interest in the partnership, and

(ii) in any other case, be included in computing

the cost to him of his interest in the partner-

ship;

(c) where the amount that all of those persons have
agreed upon in their election in respect of the

property is greater than the fair market value, at

the time of the disposition, of the property so

disposed of, the amount so agreed upon shall,

irrespective of the amount actually so agreed upon,
be deemed to be an amount equal to that fair

market value ; and
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(d) notwithstanding clause c, where the amount that

all of those persons have agreed upon in their

election in respect of the property is less than the

amount of the consideration, other than an interest

in the partnership, received by the person for the

property, the amount so agreed upon shall, irrespective

of the amount so agreed upon, be deemed to be an
amount equal to the amount of that consideration.

New.

(3) Where at any time after 1971 a partnership has where
^ ' -^ r IT property

acquired property from a person who was, immediately after acquired from

the acquisition, a member of the partnership, and, interest
partner

{a) the person's share, as a member of the partnership,

of the income of the partnership from any source for

the fiscal year of the partnership in which the property

was acquired exceeds one-half of the income of the

partnership from that source for the fiscal year ; or

(6) the amount that would, if the partnership were

wound up immediately after the acquisition, be

paid to the person as a member of the partnership,

otherwise than as his share of any income of the

partnership, exceeds one-half of the aggregate of all

such amounts that would be so paid to all persons

as members of the partnership,

the loss, if any, of the person arising from the acquisition of

the prop)erty by the partnership,

(c) is, notwithstanding any other provision of this Act,

not deductible in computing the income, net capital

loss, non-capital loss or restricted farm loss, if any,

of the person for any fiscal year ; and

(d) shall,

(i) where immediately before that time the person

was a member of the partnership, be included

in computing the adjusted cost base to him
of his interest in the partnership, and

(ii) in any other case, be included in computing
the cost to him of his interest in the partner-

ship. New.

(4) Where subsection 2 has been applicable in respect of^^^j

partner
exceeds
proceeds of
disposition

the acquisition of any depreciable property by a partnership cost to^

from a person who was, immediately after he disposed of exceeds
•^ •' '^

""oceedsof
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the property, a member of the partnership and the capital

cost to the person of the property exceeds his proceeds of the

disposition, for the purposes of sections 17 and 24 and any
regulations made under clause a of subsection 1 of section 24,

(a) the capital cost to the partnership of the property

shall be deemed to be the amount that was the

capital cost thereof to the person ; and

(6) the excess shall be deemed to have been allowed to

the partnership in respect of the property under
regulations made under clause a of subsection 1 of

section 24 in computing income for fiscal years

before the acquisition by the partnership of the

property. New.

?f 5S?tni?-° 87.— ( 1 ) For the purposes of this Act , notwithstanding that
ship property at any time after 1971 a partnership would, but for this

subsection, be regarded as having ceased to exist,

{a) until such time as all of the partnership property

and any property substituted therefor has been
distributed to the persons entitled by law to receive

it, the partnership shall be deemed not to have
ceased to exist, and each person who was a partner

shall be deemed not to have ceased to be a partner;

and

(6) the right of each such person to share in such

property shall be deemed to be an interest in the

partnership. New.

SrtnerehS) \^^ Where at any time after 1971 a person would, but for
Interest this subsection, be regarded as having ceased to be a member

of a partnership of which he was a member immediately before

that time,

(a) until such time as all rights to receive any prop)erty

of or from the partnership in satisfaction of the person's

interest in the partnership immediately before that

time are satisfied in full, such interest, in this sub-

section referred to as a "continuing partnership

interest", shall, notwithstanding any other provision

of this Act, be deemed not to have been disposed of by
the person and to continue to be an interest in the

partnership

;

(6) a person who has a continuing partnership interest

in the partnership shall, for the purposes of this Act,

except subsections 2 to 4 of section 86, subsections 3
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to 6 of this section, section 89, and section 91, be
deemed to be a member of the partnership in respect of

his continuing partnership interest therein ; and

(c) in its apphcation to any property that is a con-

tinuing partnership interest in the partnership,

clause a of subsection 3 of section 42 shall be read

without reference to the words, "except clause h

thereof", therein. New.

(3) Subject to subsection 3 of section 79 and subsection 4peemed

of this section, where at any time after 1971 a partnership!

has disposed of property to a person who was, immediately

before that time, a member of the partnership, the partnership

shall be deemed to have disposed of the property for proceeds

equal to its fair market value at that time and the person

shall be deemed to have acquired the property at an amount
equal to that fair market value. New.

(4) Where at any particular time after 1971 a Canadian ^"A®j^^^jjg

partnership has ceased to exist and all of the partnership wnere
, , T ., 1 ,

^partnership
property has been distributed to persons who were members of ceases to

the partnership immediately before that time so that immedi-
ately after that time each such person has, in each such property,

an undivided interest that, when expressed as a percentage,

in this subsection referred to as that person's "percentage",

of all of the undivided interests in the property, is equal

to his undivided interest, when so expressed, in each other such
property, if each such person has jointly so elected in respect

of the property in the prescribed form and within the pre-

scribed time, the following rules apply

:

(a) each such person's proceeds of the disposition of his

interest in the partnership shall be deemed to be an
amount equal to the greater of,

(i) the adjusted cost base to him, immediately
before the particular time, of his interest in the

partnership, and

(ii) the amount of any money received by him on
the cessation of the partnership's existence,

plus his percentage of the aggregate of amounts
each of which is the cost amount to the partner-

ship of each such property immediately before

its distribution

;

(b) the cost to each such person of his undivided interest

in each such property shall be deemed to be an
amount equal to,
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(i) his percentage of the cost amount to the

partnership of the property immediately before

its distribution,

plus,

(ii) where the amount determined under subclause i

of clause a exceeds the amount determined
under subclause ii of clause a, the amount
determined under clause c or d, as the case

may be, in respect of his undivided interest in

the property

;

(c) the amount determined under this clause in respect

of each such person's undivided interest in each

such property that was a capital property, other than
depreciable property, of the partnership is such portion

of the excess, if any, described in subclause ii of

clause b as is designated by him in respect of the

property, except that,

(i) in no case shall the amount so designated in

respect of his undivided interest in any such

prop)erty exceed the amount, if any, by which
his percentage of the fair market value of the

property immediately after its distribution

exceeds his percentage of the cost amount to the

partnership of the property immediately before

its distribution, and

(ii) in no case shall the aggregate of amounts
so designated in respect of his undivided

interests in all such capital properties, other

than depreciable property, exceed the excess,

if any, described in subclause ii of clause b
;

{d) the amount determined under this clause in resp)ect

of each such person's undivided interest in each such
prop)erty that was depreciable property or a property
other than a capital property of the partnership is

such portion of,

(i) the amount, if any, by which the excess, if any,

described in subclause ii of clause b exceeds

the aggregate of amounts designated by him
under clause c in respect of his undivided
interests in all such capital properties, other

than depreciable property,

as is designated by him in respect of the property,
except that.
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(ii) in no case shall the amount so designated in

respect of his undivided interest in any such

property exceed the amount, if any, by which
his percentage of the fair market value of the

property immediately after its distribution

exceeds his percentage of the cost amount to the

partnership of the property immediately before

its distribution, and

(iii) in no case shall the aggregate of amounts so

designated in respect of his undivided interests

in all such properties that are depreciable

property or properties other than capital

properties, exceeds one-half of the amount
determined under subclause i in respect of

him;

{e) where the property so distributed by the partnership

was depreciable property of the partnership of a

prescribed class andany such person's percentage of the
amount that was the capital cost to the partnership

of that property exceeds the amount determined

under clause b to be the cost to him of his undivided

interest in the property, for the purposes of sections 17

and 24 and any regulations made under clause a of

subsection 1 of section 24,

(i) the capital cost to him of his undivided interest

in the property shall be deemed to be his

{percentage of the amount that was the

capital cost to the partnership of the property,

and

(ii) the excess shall be deemed to have been

allowed to him in respect of the property

under regulations made under clause a of

subsection 1 of section 24 in computing income
for fiscal years before the acquisition by him
of the undivided interest ; and

(/) the partnership shall be deemed to have disposed of

each such property for proceeds equal to the cost

amount to the partnership of the property immediately
before its distribution. New.

(5) Subsection 4 is not applicable in any case in which sub-jAppJ|^cation

section 3 of section 79 is applicable. New. I

(6) Where a Canadian partnership, in this subsection conunuauon^

referred to as the "predecessor partnership", has ceased to partnership

partnership

215
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exist at any particular time after 1971 and, at or before

that time, all of the property of the predecessor partnership

has been transferred to another Canadian partnership, herein-

after referred to as the "new partnership", the only members
of which were members of the predecessor partnership, the

new partnership shall be deemed to be a continuation of the

predecessor partnership and any member's partnership interest

in the new partnership shall be deemed to be a continuation

of his partnership interest in the predecessor partnership.

New.

'^riod f
^®* Where, at any time in a fiscal year of a partnership,

terminated the partnership would, but for subsection 1 of section 87

have ceased to exist, the fiscal year shall be deemed to have

ended immediately before that time. New.

partnership

ofln°intere8t 89.—(1) Notwithstanding clause a of section 40, a cor-

*°
*nerflhi

poration's taxable capital gain for a fiscal year from the

disposition of an interest in a partnership to any person

exempt from tax under section 122 shall be deemed to be,

[a) one-half of such portion of its capital gain for the

year therefrom as may reasonably be regarded as

attributable to increases in the value of any
partnership property of the partnership that is

capital property other than depreciable property,

plus,

{h) the whole of the remaining portion of such capital

gain.

disDosftion (^) ^" computing a corporation's gain for a fiscal year
of fcterest in from the disposition of an interest in a partnership, there
D&rtiDorfioiD

shall be included, in addition to the amount thereof determined

under subsection 1 of section 42, the amount, if any, by which,

[a) all amounts required by subsection 2 of section 55

to be deducted in computing the adjusted cost base

to the corporation, immediately before the dis-

position, of the interest in the partnership.

exceeds

(6) the aggregate of the cost to the corporation of the

interest in the partnership and all amounts required

by subsection 1 of section 55 to be added in computing
the adjusted cost base to it, immediately before the

disposition, of that interest. New.
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90. Where a corporation was a member of a partnership at
^f iPn^*'*""

the end of a fiscal year of the partnership in which thepedin
. • . . farming

partnership disposed of land used in a farmmg business of business of

the partnership, there may be deducted in computing the^*^
°^^^ ^

corporation's income for its fiscal year in which the fiscal

year of the partnership ended, one-half of the aggregate of

amounts each of which is an amount in respect of that fiscal

year of the corporation or any previous fiscal year of the

corporation ending after 1971, equal to the corporation's

loss, if any, for the fiscal year from the farming business,

to the extent that such loss,

(a) was, by virtue of section 33, not deductible in com-
puting the corporation's income for the fiscal year,

(b) was not deductible for the purpose of computing the

corporation's taxable income for its fiscal year in

which the partnership's fiscal year in which the land

was disposed of ended, or for any previous fiscal

year of the corporation

;

(c) did not exceed that proportion of the aggregate of,

(i) taxes, other than income or profits taxes or

taxes imposed by reference to the transfer of

the property, paid by the partnership in its

fiscal year ending in the fiscal year or payable

by it in respect of that fiscal year to a province

or a Canadian municipality in respect of the

property, and

(ii) interest paid by the partnership in its fiscal year

ending in the fiscal year or payable by it in

respect of that fiscal year, pursuant to a legal

obligation to pay interest on borrowed money
used to acquire the property or on any amount
as consideration payable for the property

,

to the extent that such taxes and interest were in-

cluded in computing the loss of the partnership for

that fiscal year from the farming business, that,

(iii) the corporation's loss from the farming busi-

ness for the fiscal year,

is of,

(iv) the partnership's loss from the farming business

for its fiscal year ending in the fiscal year ; and

{d) did not exceed the remainder obtained when,

215
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(i) the aggregate of each of the corporation's

losses from the farming business for fiscal years

preceding the fiscal year, to the extent that

such losses are included in computing the

amount determined under this section in re-

spect of the corporation

;

is deducted from,

(ii) two times the amount of the corporation's tax-

able capital gain from the disposition of the

land. New.

"Canadian
partnership"
defined

91. In this Subdivision "Canadian partnership" means a

partnership all of the members of which were, at any time in

respect of which the expression is relevant, resident in Canada.

New.

Agreement
to share
income, etc.,

so as to
reduce or
postpone
tax
otherwise
payable

92.—(1) Where the members of a partnership have agreed

to share, in a specified proportion, any income or loss of the

partnership from any source or from sources in a particular

place, as the case may be, or any other amount in respect of

any activity of the partnership that is relevant to the

computation of the income or taxable income of any of the

members thereof, and the principal reason for the agreement

may reasonably be considered to be the reduction or postpone-

ment of the tax that might otherwise have been or become
payable under this Act, the share of each member of the

partnership in the income or loss, as the case may be, or in

that other amount, is the amount that is reasonable having

regard to all the circumstances including the proportions in

which the members have agreed to share profits and losses of

the partnership from other sources or from sources in other

places.

Meaning of
"losses in
subs. 1

(2) For the purposes of this section, the word "losses" when
used in the expression "profits and losses" means losses

determined without reference to other provisions of this

Act. New.

Subdivision J

—

beneficiaries of trusts

Income of
beneficiary
from a
trust

1970-71. c. 63
(Can.)

93.—(1) For the purposes of this Part, there shall be in-

cluded in computing the income of a corporation that is a

beneficiary under a trust such part of the amount that would
be the income of the trust for a fiscal year if no deduction
were made under subsection 6 or 12 of section 104 of the

Income Tax Act (Canada) or under regulations made under
paragraph a of subsection 1 of section 20 of the Income Tax Act

(Canada) as was payable in the fiscal year to the corporation
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whether or not it was paid to it in that fiscal year and shall

not be included in computing its income for a subsequent
fiscal year in which it was paid.

(2) A corporation that is a beneficiary under a trust may Capital cost

e allowance
deduct from the amount that would otherwise be its income deduction

from the trust by virtue of subsection 1, such part of the

amount that would otherwise be deductible from the income
of the trust for the fiscal year under regulations made under
paragraph a of subsection 1 of section 20 of the Income Tax Act (clnV'*^'^
(Canada), as the trust may determine.

(3) Where an amount is payable in a fiscal year by a trust Repletion

to a corporation that is a beneficiary under the trust, no
part of that amount shall be deemed, for the purpose of sub-

section 1, to be payable out of an amount deductible in com-
puting the income of the trust for the fiscal year under regu-

lations made under subsection 1 of section 65 of the Income
Tax Act (Canada) except such part thereof as the trust

designates as being so payable.

(4) Such portion of. Ponton of

dividends

(a) the aggregate of taxable dividends received by a trust be dividends

in a fiscal year on shares of the capital stock of tax- beneficiary

able Canadian corporations,

as,

(b) may reasonably be considered, having regard to all the

circumstances including the terms and conditions

of the trust arrangement, to be part of the amount
that, by virtue of subsection 1 or section 94, as the

case may be, was included in computing the income
for the fiscal year of a corporation that was a

particular beneficiary under the trust; and

(c) was not designated by the trust in respect of any
other beneficiary thereunder,

shall if so designated by the trust in respect of the corporation

that was a particular beneficiary in the return of its income
for the fiscal year under Part I of the Income Tax Act

(Canada), be deemed, for the purposes of section 76 and this

subsection, to be a taxable dividend received by that cor-

poration in the fiscal year from a taxable Canadian corpora-

tion, and not to be a taxable dividend received by the trust

in the fiscal year from a taxable Canadian corporation.

(5) Where an amount has, in a fiscal year, become payable
J°^^t^°j^<jjg

by a trust to a corporation that is a particular beneficiary dividends

thereunder, such portion thereof as, included in
*^

beneficiary's
Income

215
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Portion of
taxable
capital
gains
deemed
train of
beneficiary
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(«) may reasonably be considered, having regard to all

the circumstances including the terms and conditions

of the trust arrangement, to have derived from an
amount received by the trust in the fiscal year as,

on account or in lieu of payment of, or in satisfaction

of a dividend on a share of the capital stock of a

corporation resident in Canada other than a taxable

dividend; and

{b) was not designated by the trust in respect of any
other beneficiary thereunder,

shall, if so designated by the trust in respect of the corpora-

tion that was a particular beneficiary in its return of income
for the fiscal year under Part I of the Income Tax Act

(Canada), not be included in computing the income of the

corporation that was a particular beneficiary of the trust

for the fiscal year.

(6) Such portion of,

{a) the amount, if any, by which the aggregate of the

taxable capital gains of a trust for a fiscal year

exceeds the aggregate of,

(i) its allowable capital losses for the fiscal year,

and

(ii) the amount, if any, deductible under paragraph
6 of subsection 1 of section 111 of the Income I ax
Act (Canada) from its income for the fiscal year,

as,

(6) may reasonably be considered, having regard to all

the circumstances including the terms and condi-

tions of the trust arrangement, to be part of the

amount that, by virtue of subsection 1 or section 94,

as the case may be, was included in computing the

income for the fiscal year of a corporation that was
a particular beneficiary under the trust ; and

(c) was not designated by the trust in respect of any
other beneficiary thereunder,

shall, if so designated by the trust in respect of the corporation

that was a particular beneficiary in the return of its income
for the fiscal year under Part I of the Income Tax Act
(Canada), be deemed, for the purposes of sections 12 and 99,

to be a taxable capital gain for the fiscal year of that cor-

poration from the disposition of capital property.
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(7) For the purposes of subsections 1 and 5, an amount "^^o^°f

shall not be considered to be payable in the fiscal year

unless it was paid in the fiscal year to the person to whom it

was payable or he was entitled in that fiscal year to enforce

payment thereof. New.

94. The value of all benefits, other than a distribution u^Ser trust,

or payment of capital, to a corporation during a fiscal year '=0°^''*^'' ®*^°-

from or under a trust, contract, arrangement or power of

appointment, irrespective of when made or created, shall be
included in computing the corporation's income for the fiscal

year. New.

95.—(1) Where an amount in respect of a corporation's [°^°^|^

income interest in a trust has been included in computing the »" trust

corporation's income for a fiscal year by virtue of subsection 1

of section 93 or subsection 2 of this section, there may be
deducted in computing the corporation's income for the

fiscal year the lesser of

,

(a) the amount so included in computing its income for

the fiscal year; and

(b) the amount, if any, by which the cost to the corpora-

tion of the income interest exceeds the aggregate

of all amounts in respect of the interest that were
deductible by virtue of this subsection in computing
the corporation's income for previous fiscal years,

(2) Where in a fiscal year a corporation disposes of an Disposition

income interest in a trust, corporation
of income
Interest

{a) except where subsection 3 is applicable, there shall be
included in computing the corporation's income for

the fiscal year the proceeds of the disposition

;

(6) any taxable capital gain or allowable capital loss of

the corporation from the disposition shall be deemed
to be nil ; and

(c) for greater certainty, the cost to the corporation of

each property received by it as consideration for the

disposition is the fair market value of the property

at the time of the disposition.

(3) For greater certainty, where at any time any property
Ji^°^jfg^^fo°'^

of a trust has been distributed by the trust to a corporation pf'^come

that was a beneficiary under the trust in satisfaction of all or

any part of its income interest in the trust, the trust shall be
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DlSpOBltlOD
by
corporation
of capital
interest

deemed to have disposed of the property for proceeds of

disposition equal to the fair market value of the property at

that time. New.

06.—(1) Where a corporation has disposed of a capital

interest in a trust,

(a) for the purposes of computing the corporation's tax-

able capital gain, if any, from the disposition of the

interest , the adjusted cost base to the corporation there-

of immediately before the disposition shall be deemed

to be an amount equal to the greater of the adjusted

cost base to it thereof otherwise determined immedi-

ately before that time and the cost amount to it of

the interest immediately before that time; and

Distribution
by trust in
satisfaction
of capital
interest

{b) for greater certainty, for the purposes of computing
the corporation's allowable capital loss, if any, from

the disposition of the interest, the adjusted cost base

to the corporation thereof immediately before the

disposition is the adjusted cost base to it of the interest

immediately before that time as determined under
this Act without reference to clause a,

except that where the interest was an interest in an inter vivos

trust not resident in Canada that was purchased by the

corporation, clause a does not apply in respect of the dis-

position thereof except where subsection 2 is applicable in

respect of any distribution of property by the trust to the

corporation in satisfaction of all or any part of the interest.

(2) Where at any time any prop)erty of a trust has been
distributed by the trust to a corporation that was a benefi-

ciary under the trust in satisfaction of all or any part of the

corporation's capital interest in the trust, the following rules

apply.

(a) the trust shall be deemed to have disposed of the

property for proceeds of disposition equal to its cost

amount to the trust immediately before that time

;

(b) the corporation shall be deemed to have acquired the

property at a cost equal to the aggregate of its cost

amount to the trust immediately before that time and
that proportion of the amount, if any, by which,

(i) the adjusted cost base to the corporation of the

capital interest immediately before that time as

determined for the purposes of clause b of

subsection 1,
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exceeds

(ii) the cost amount to the corporation of the

capital interest immediately before that time,

that the cost amount to the trust of the property

immediately before that time is of the amount
determined under subclause ii

;

(c) the corporation shall be deemed to have disposed of

all or part, as the case may be, of the capital interest

for proceeds equal to the cost at which the corporation

is deemed by clause b to have acquired the property,

minus the amount of any debt assumed by the

corporation or of any other legal obligation assumed
by it to pay any amount, if the distribution of the

property to the corporation was conditional upon the

assumption by the corporation of the debt or obliga-

tion; and

{d) where the property so distributed was depreciable

property of a prescribed class of the trust and the

amount that was the capital cost to the trust of

that property exceeds the cost at which the corpora-

tion is deemed by this section to have acquired the

property, for the purposes of sections 17 and 24 and
any regulations made under clause a of subsection 1 3i|l

of section 24,

(i) the capital cost to the corporation of the

property shall be deemed to be the amount
that was the capital cost of the property to the

trust, and

(ii) the excess shall be deemed to have been al-

lowed to the corporation in respect of the pro-

perty under regulations made under clause a

of subsection 1 of section 24 in computing
income for fiscal years before the acquisition by
the corporation of the property.

(3) Where the property referred to in subsection 2 that was
^on^gf^cost

distributed by a trust to a corporation was property, other of property

than capital property that was not depreciable property, fornon-

the purposes of determining the cost to the corporation of the capfu/**'
*

property under clause b of subsection 2, except for the pur- P''°P«'^y

poses of clause b of subsection 2 as it applies to determine the

corporation's proceeds of disposition of its capital interest

under < laiise c of subsection 2, the reference in clause h of sub-

section 2 to "that proportion" sluiJl he read as a reference to

"one-half of that proportion". New.
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Distribution
to non-resi-
dent bene-
ficiary

1970-71.

c. 63 (Can.)

(4) Where subsection 2 is applicable in resf)ect of the distri-

bution by a trust of any property of the trust to a non-

resident corporation that was a beneficiary under the trust and
the property was not taxable Canadian property or property

that would be taxable Canadian property if at no time in the

fiscal year of the trust in which it was so distributed the trust

had been resident in Canada, notwithstanding clauses a to c of

subsection 2, the provisions of paragraphs d to/ of subsection 4

of section 107 of the Income Tax Act (Canada) are applicable in

respect of the property as if the reference in paragraph /of sub-

section 4 of section 107 of that Act to "that fair market value"

were read as a reference to "the adjusted cost base to him of

the interest or part thereof, as the case may be, immediately

before the property was so distributed".

Interpre-
tation

07.—(1) In this Subdivision,

(a) "beneficiary" under a trust includes a person benefi-

cially interested therein

;

[h) "capital interest" of a corporation in a trust means a

right, whether immediate or future and whether
absolute or contingent, of a corporation that is a

beneficiary under the trust to, or to receive, all or

any part of the capital of a trust

;

(c) "cost amount" of any capital interest of a corporation

in any trust at any time means,

(i) in any case where any money or prof)erty of the

trust has been distributed by the trust to the

corporation in full satisfaction of the whole of

its capital interest, whether on the winding-up

of the trust or otherwise, the aggregate of the

money so distributed and all amounts each of

which is the cost amount to the trust, immedi-
ately before the distribution, of each such

property so distributed to the corporation, and

(ii) in any other case, that proportion of the

amount, if any, by which the aggregate of all

money of the trust on hand immediately before

that time and all amounts each of which is the

cost amount to the trust, immediately before

that time, of each property of the trust exceeds

the aggregate of all amounts each of which is

the amount of any debt owing by the trust, or

of any other obligation of the trust to pay any
amount, that was outstanding immediately
before that time, that,

(A) the fair market value at that time of

the capital interest in the trust,
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is of,

(B) the fair market value at that time of all

capital interests in the trust

;

(d) "income interest" of a corporation in a trust means
a right, whether immediate or future and whether
absolute or contingent, of a corporation that is a

beneficiary under the trust to, or to receive, all or

any part of the income of the trust

;

(e) "inter vivos trust" means a trust other than a

testamentary trust

;

(/) "trust" includes an inter vivos trust but, in sections

94 to 96, does not include,

(i) a unit trust, or

(ii) a trust governed by a registered pension fund
or plan, an employees profit sharing plan, a
registered supplementary unemployment bene-

fit plan, a registered retirement savings plan or

a deferred profit sharing plan.

(2) For the purposes of this Act, a trust is a unit trust at leaning of.,'^.^.,
, .. . . expression

any particular time if, at that time, it was an inter vivos trust "unit trust"

the interest of each beneficiary under which was described by
reference to units of the trust, and,

(a) the issued units of the trust included,

(i) units having conditions attached thereto

that included conditions requiring the trust to

accept, at the demand of the holder thereof and
at prices determined and payable in accor-

dance with the conditions, the surrender of the

units, or fractions or parts thereof, that are

fully paid, or

(ii) units qualified in accordance with prescribed

conditions relating to the redemption of the

units by the trust,

and the fair market value of such of the units as had
conditions attached thereto that included such
conditions or as were so qualified, as the case may
be, was not less than 95 per cent of the fair market
value of all of the issued units of the trust, such fair

market values being determined without regard to any
voting rights attaching to units of the trust ; or

(6) throughout the fiscal year in which the particular time
occurred it complied with the following conditions,

(i) it was resident in Canada,

215



188

(ii) its only undertaking was the investing of

funds of the trust,

(ill) at least 80 per cent of its property throughout

the year consisted of shares, bonds, mortgages,

marketable securities, or cash, or of rights to or

interest in any rental or royalty computed by
reference to the amount or value of production

from an oil or gas well, or from a mineral

resource, situated in Canada,

(iv) not less than 95 per cent of its income for the

fiscal year was derived from, or from dis-

positions of, investments described in sub-

clause iii,

(v) at no time in the fiscal year did more than

10 per cent of its property consist of shares,

bonds or securities of any one corporation or

debtor other than Her Majesty in right of

Canada or a province or a Canadian munici-

pality, and

(vi) all holdings of and transactions, if any, in its

units accorded with prescribed conditions

relating to the number of its unit holders,

dispersal of ownership of its units and public

trading of its units.

'^ncome"°^ (3) For the purposes of clause d of subsection 1 of section
of trust 97^ the income of a trust is its income computed without

reference to the provisions of this Act. New.

Division C—computation of taxable income

Deductions Qg,—(1) For the purpose of computing the taxable income
of a corporation for a fiscal year, there may be deducted from
its income for the fiscal year such of the following amounts as

are applicable

:

donatioM* ^^^ *^^ aggregate of gifts made by the corporation in the

fiscal year, and in the immediately preceding fiscal

year, to the extent of the amount thereof that was
not deductible under this Act in computing the

taxable income of the corporation for that immediately
preceding fiscal year, to,

(i) registered Canadian charitable organizations,

(ii) registered Canadian amateur athletic asso-

ciations,
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(iii) housing corporations resident in Canada and
exempt from tax under Part II by clause /of
subsection 1 of section 122,

(iv) Her Majesty in right of any province of Canada
other than Ontario and any Canadian munici-

pahty,

(v) the United Nations or agencies thereof,

(vi) universities outside Canada prescribed to be

universities the student body of which ordin-

arily includes students from Canada, and

(vii) charitable organizations outside Canada to

which Her Majesty in right of Canada has

made a gift during the fiscal year or the 12

months immediately preceding that fiscal

year,

not exceeding 20 per cent of the income of the cor-

poration for the fiscal year, if payment of the amounts
given is proven by filing receipts or photostatic

reproductions thereof with the Minister that, in the

case of a donation to a registered Canadian charitable

organization or registered Canadian amateur athletic

association, contain prescribed information; R.S.O.

1970, c. 91, s. 37 (1), par. 1, amended.

(6) the aggregate of gifts made by the corporation in g^fts to

the fiscal year, and in the immediately preceding Majesty

fiscal year, to the extent of the amount thereof that

'

was not deductible under this Act in computing the

taxable income of the corporation for that imme-
diately preceding fiscal year, to Her Majesty in right

of Canada and of Ontario, not exceeding the amount
remaining, if any, when the amount deducted for the

fiscal year under subsection 1 is deducted from the

income of the corporation for the fiscal year, if pay-

ment of the amounts given is proven by filing receipts

or photostatic reproductions thereof with the Minister.

R.S.O. 1970. c. 91, s. 37 (1), par. 2.

(2) Clauses a and b of subsection 1 do not apply to permit a o,P'JJb8*"°'*

corporation to deduct, for the purposes of computing its(a. *)

taxable income for a fiscal year, any amount in respect of

gifts made by the corporation in the fiscal year, until the

amount deductible under those clauses in respect of gifts made
by the corporation in the immediately preceding fiscal year

has been deducted. R.S.O. 1970, c. 91. s. 37 (5).
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oiftBmadeby (3) Where a corporation was, at the end of a fiscal year of
partnership ^ '

'^ i-i .,
a partnership, a member of the partnership, the corporation s

share of any amount that would, if the partnership were a

person, be a gift made by the partnership to any donee, shall,

for the purposes of this section, be deemed to be a gift made by
the corporation in its fiscal year in which the fiscal year of

the partnership ended, to that donee. New.

Interpre-
tation (4) In this section,

(a) "registered Canadian amateur athletic association"

means an association that was created under any
law in force in Canada, that is resident in Canada, and
that.

1970-71, C. 63
(Can.)

(i) is a person described in paragraph /of subsection

1 of section 149 oiihe Income Tax Act (Canada),

and

(ii) has, as its primary purpose and its primary

function, the promotion of amateur athletics

in Canada on a nationwide basis ; and New

(6) "registered Canadian charitable organization
'

' means

,

(i) a charitable organization in Canada exempt
from tax under Part I of the Income Tax Act

(Canada) by paragraph /of subsection 1 of sec-

tion 149 thereof or a corporation or trust resi-

dent in Canada exempt from tax under Part I

of the Income Tax Act (Canada) by paragraph g
or h of subsection 1 of section 149 thereof, or

(ii) a branch, section, parish, congregation or other

division of an organization described in sub-

clause i that receives donations on its own
behalf.

that, except as otherwise designated by the Minister,

has been registered as a Canadian amateur athletic associa-

tion or a Canadian charitable organization, as the case may
be, in respect of the same year by the Minister of National

Revenue for Canada under subsection 8 of section 110 of the

Income Tax Act (Canada) and except as otherwise designated

by the Minister, the registration has not been revoked by the

Minister of National Revenue for Canada under subsection 2 of

section 168 of the Income Tax Act (Canada). R.S.O. 1970,

c. 91, s. 37 (6,8), amended.
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99.—(1) For the purpose of computing the taxable ir^come ^oi^es^j^^^

of a corporation for a fiscal year, there may be deducted

from the income for the fiscal year such of the following

amounts as are applicable

:

(a) non-capital losses for the five fiscal years immediately f^gggg^P^*^*^

preceding and the fiscal year immediately following

the fiscal year, but no amount is deductible in

respect of non-capital losses from the income of any
fiscal year except to the extent of the corporation's

income for the fiscal year minus all deductions per-

mitted by the provisions of this Division other than

this clause or clause h; R.S.O. 1970, c. 91, s. 37 (1),

par. 3, amended.

{b) net capital losses for fiscal years preceding and the J^l^^^g^pi^*^

fiscal year immediately following the fiscal year, but

no amount is deductible in respect of net capital

losses from the income of any fiscal year except to the

extent of the lesser of,

(i) the amount, if any, by which the corporation's

income for the fiscal year exceeds the aggregate

of all deductions permitted by the provisions

of this Division other than this clause, and

(ii) the amount, if any, determined under clause h

of section 12 in respect of the corporation for

the fiscal year; New.

(c) restricted farm losses of the corporation for the five
^rm'^**^**®'^

fiscal years immediately preceding and the fiscal year losses

immediately following the fiscal year, but no amount
is deductible in respect of a restricted farm loss

from the income for any fiscal year except to the

extent of the lesser of,

(i) the corporation's income for the fiscal year

minus all deductions permitted by the pro-

visions of this Division other than this sub-

section, and

(ii) the corporation's incomes for the fiscal year

from all farming businesses carried on by it.

R.S.O. 1970, c. 91, s. 37 (4), amended.

(2) For the purposes of subsection 1

,

Limitation

deductibility

{a) an amount in resp)ect of a non-capital loss, net capital

loss or restricted farm loss, as the case may be, for a

215



192

fiscal year is only deductible to the extent that it

exceeds the aggregate of,

(i) amounts previously deductible in respect of

that loss under this section, and

(ii) amounts previously subtracted in respect of

that loss under paragraph c or rf of subsection 1

(Can?'^
^ of section 186 of the Income Tax Act (Canada)

in determining amounts on which tax under
Part IV of that Act has become payable ; and

(6) no amount is deductible in respect of a non-capital

loss, net capital loss or restricted farm loss, as the

case may be, for any fiscal year until,

(i) in the case of a non-capital loss, the deductible

non-capital losses,

(ii) in the case of net capital loss, the deductible

net capital losses, and

(iii) in the case of a restricted farm loss, the

deductible restricted farm losses,

for previous fiscal years have been deducted. R.S.O.

1970, c. 91, s. 37 (1, 2), amended.

o^8^tw^i*°° (3) Subsection 1 does not apply to permit a corporation to

where deduct, for the purpose of computing its taxable income for a
cbangrein ,-, ^ ^ .

^°. iif
control fiscal year, any amount m respect of its net capital loss for a

preceding fiscal year if, before the end of the fiscal year,

control of the corporation has been acquired by a person or

persons who did not at the end of that preceding fiscal year,

control the corporation. R.S.O. 1970, c. 91, s. 37 (2), amended.

Idem
(4) Subsection 1 does not apply to permit a corporation to

deduct, for the purpose of computing its taxable income for

a fiscal year, such portion of its non-capital loss for a pre-

ceding fiscal year as may reasonably be regarded as its loss

from carrying on any particular business if,

(a) control of the corporation has been acquired, before

the end of the fiscal year, by a person or persons who
did not, at the end of that preceding fiscal year, con-

trol the corporation and the corporation was not,

during the fiscal year, carrying on that business ; or

{h) control of the corporation was acquired, before the

end of the fiscal year and after the winding-up or dis-
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continuance of that business, by a person or persons

who did not control the corporation at any time during

that preceding fiscal year when that business was

being carried on. R.S.O. 1970, c. 91, s. 37 (2, 3),

amended.

(5) For the purposes of clause h of subsection 1 of section Limitation

55 and this section, any loss of a corporation for a fiscal year

from a farming business shall, after the corporation disposes

of the land used in that farming business and to the extent

that the amount of such loss is required by clause h of

subsection 1 of section 55 to be added in computing the

adjusted cost base to the corporation of the land imme-
diately before the disposition, be deemed not to be a loss. New.

(6) For the purposes of this section, any loss of a corporation ^^^"^

for a fiscal year from a farming business shall, to the extent

that such loss is included in the amount of any deduction per-

mitted by section 90 in computing the corporation's income

for any subsequent fiscal year, be deemed not to be a loss of the

corporation for the purpose of computing its taxable income

for that subsequent fiscal year or any fiscal year subsequent

thereto. R.S.O. 1970, c. 91, s. 37 (4), amended.

(7) In this section, Stion'^'

(a) "net capital loss" of a corporation for a fiscal year

means the amount, if any, by which its allowable

capital losses for the fiscal year from dispositions of

property, other than listed personal property, exceeds

the aggregate of its taxable capital gains for the

fiscal year from dispositions of property, other than

listed personal property, and its taxable net gains

for the fiscal year from dispositions of its listed

personal prop)erty;

(6) "non-capital loss" of a corporation for a fiscal year

means the amount, if any, by which,

(i) the aggregate of all amounts each of which is

the corporation's loss for the fiscal year from

a business or property and all amounts
deductible under section 100 from the cor-

poration's income for the fiscal year,

exceeds

(ii) the amount determined under clause c of

section 12; and

(c) a reference to any amount determined under any ,^®^®[^°*'®

clause or subclause of section 12 for a fiscal year
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Deduction
of taxable
dividends
received by
corporation
resident in
Canada

shall be read as a reference to, in the case of a corpora-

tion to which subsection 2 or 3 of section 2 apphes,

the amount determined under any such clause or

subclause for the fiscal year for the purposes of

section 101. New.

lOO.—(1) Where a corporation in a fiscal year has received

a taxable dividend from,

(a) a taxable Canadian corporation

;

(6) a corporation resident in Canada, other than a non-

resident-owned investment corporation, and con-

trolled by it ; or

(c) a corporation non-resident of Canada more than 25
per cent of the issued share capital of which, having

full voting rights under all circumstances, belongs to

the corporation receiving the dividend,

an amount equal to the dividend may be deducted from the

income of the receiving corporation for the fiscal year for the

purpose of computing its taxable income. R.S.O. 1970, c. 91,

s. 38 (1), amended.

Dividends
received
from non-
resident
corix)ration

1970-71, c. 63
(Can.)

(2) Where a corporation in a fiscal year received a taxable

dividend from a non-resident corporation that is taxable under
subsection 3 of section 2 of the Income Tax Act (Canada) for

that fiscal year, the corporation shall deduct from its income
for the same fiscal year the same amount in respect of such

dividends as the corporation was allowed to deduct under
subsection 2 of section 112 of the Income Tax Act (Canada).

R.S.O. 1970. c. 91, s. 38 (2).

Loss from
transaction
Involving
share on
which
deductible
dividend
received

(3) Where an amount in resjject of a taxable dividend re-

ceived by a corporation, other than a trader or dealer in

securities, in a fiscal year is, by virtue of this section or sub-

section 6 of section 138 of the Income Tax Act (Canada)

deductible from the corporation's income for the fiscal year,

the amount of any loss arising from transactions with reference

to the share on which the dividend was received shall, unless

it is established by the corporation that,

(a) the corporation owned the share 365 days or longer

before the loss was sustained ; and

(6) the corporation did not, at the time the dividend was
received, own more than 5 per cent of the issued shares

of any class of the capital stock of the corporation

from which the dividend was received,
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be deemed to be the amount of that loss otherwise determined
minus the aggregate of all amounts received by the corporation

in respect of taxable dividends on the share, to the extent that

the amounts thereof were deductible from the corporation's

income for any fiscal year by virtue of this section or sub-

section 6 of section 138 of the Income Tax Act (Canada) . R.S.O. }^^'^h °- ^
1970, c. 91, s. 38 (3).

(4) The amount of any loss of a corporation that is a Loss
, ,' 11- •,• • • r • -1 sustained by
trader or dealer m secunties arismg from transactions with trader or

reference to any share on which an amount in respect of a securities

dividend has been received by it shall, unless it is established

by that corporation that,

[a) it owned the share 365 days or longer before the

loss was sustained; and

{b) it did not, at the time the dividend was received, own
more than 5 per cent of the issued shares of any
class of the capital stock of the corporation from
which the dividend was received,

be deemed to be the amount of that loss otherwise determined,

minus the aggregate of all amounts received by the corporation

in respect of taxable dividends on the share.

(5) For the purposes of this section,
^rtain^

°^

expressions

{a) "taxable dividend" does not include a capital gains

dividend within the meaning given to that expression

by subsection 1 of section 109; and

{b) one corporation is controlled by another corporation

if more than 50 per cent of its issued share capital,

having full voting rights under all circumstances,

belongs to the other corporation, to persons with

whom the other corporation does not deal at arm's

length, or to the other corporation and persons with

whom the other corporation does not deal at arm's

length. New.

Division D—taxable income earned

in canada by non-residents

101. For the purposes of this Act , the taxable income earned Non-

in Canada of a corporation to which subsection 2 or 3 of section taxable

2 applies is the amount of its income for the fiscal year that earned in

would be determined under section 12 if,
Canada

(a) it had no income other than,
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(i) incomes from businesses carried on in Canada,

(ii) taxable capital gains from dispositions de-

scribed in clause b,

(iii) income from property that is real property
situated in Canada or an interest therein,

that arose from the sale or rental thereof,

or both,

(iv) the amount, if any, by which any amount
required by subsection 2 of section 95 to be
included in computing its income for the fiscal

year as proceeds of the disposition of an income
interest in a trust resident in Canada exceeds

the amount in respect of that income interest

that would, if it were liable to taxation by
virtue of subsection 1 of section 2 throughout
the fiscal year, be deductible under subsection

1 of section 95 in computing its income for

the fiscal year, an^

(v) proceeds of disposition by it in the fiscal year
of a property that is a Canadian resource
property, within the meaning given to that

expression by subsection 12 of section 63,

or that would have been such a property if it

had been acquired by it after 1971 to the

extent not included in computing its income
from a business carried on by it in Canada;

{b) the only taxable capital gains and allowable capital

losses referred to in clause b of section 12 were
taxable capital gains and allowable capital losses from
dispositions of property each of which was a disposi-

tion of a property, in this Act referred to as a "taxable
Canadian property", that was a property referred

to in any of the subparagraphs i to viii of paragraph
b of subsection 1 of section 115 of the Income Tax
^c/ (Canada) ; and

(c) the only losses referred to in clause d of section 1 2 were
losses from a business carried on by it in Canada or from
real property situated in Canada or an interest therein,

minus the aggregate of such of the deductions from income
permitted for the purpose of computing taxable income as may
reasonably be considered wholly applicable and of such part of
any other of the said deductions as may reasonably be con-
sidered applicable. R.S.O. 1970, c. 91, s. 5 (36-38), amended.
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Division E—computation of income
tax payable

102. The tax payable by a corporation under this Part^*^®
upon its taxable income or taxable income earned in Canada,
as the case may be, in this section referred to as the "amount
taxable", is 12 per cent of the amount taxable. R.S.O. 1970,

c. 91, s. 5 (1).

103. There may be deducted from the tax otherwise pay- Deduction

able under this Part for a fiscal year by a corporation an amount income tax

equal to 12 per cent of that portion of its taxable income or

taxable income earned in Canada, as the case may be, which
is earned in the fiscal year in each jurisdiction other than
Ontario, determined under rules prescribed by the regulations.

R.S.O. 1970, c. 91, s. 5 (2).

104. Where a corporation has a permanent establishment foreign

in Ontario and has received income in the fiscal year in the deduction

form of dividends, interest, rents or royalties that was derived

from sources within a jurisdiction outside Canada or is deemed
to have received income in the form of dividends and interest

from a country outside Canada by virtue of the provisions of

subsection 5 of section 1 48 of the Income Tax A ct (Canada) , here- Iq^}-
^- ^

inafter in this section referred to as "foreign investment

income", or where a corporation having received foreign

investment income in the fiscal year from sources within a

jurisdiction outside Canada also received income in the fiscal

year from a business carried on by it in that jurisdiction,

hereinafter in this section referred to as "foreign business in-

come", and where, for the purposes of subsection 2 of section 126

of the Income Tax Act (Canada), such foreign investment income
has not been included as part of such foreign business income,

and, for the purpose of allocating taxable income to jurisdictions

outside Ontario in accordance with the regulations made under
section 103, has been excluded when calculating its gross

revenue, or any part thereof, and where the corporation is

entitled to a deduction under section 126 of the Income Tax
Act (Canada), hereinafter in this section referred to as "foreign

tax credit", with respect to any income or profits tax paid to

such jurisdiction on such foreign investment income or on such

foreign investment income and foreign business income or is

deemed to have been paid as income or profits tax to such

jurisdiction by virtue of the provisions of subsection 5 of

section 148 of the Income Tax Act (Canada), the corporation

may deduct from the tax otherwise payable under this Part for

the fiscal year an amount equal to the lesser of,

(a) 10 per cent of that part of such foreign investment
income that is included in that portion of taxable

215



198

1970-71. c. 63
(Can.)

Loggrlng
tax
deduction

R.S.0. 1970,
C.258

Interpre-
tation

income that remains after deducting from such tax-

able income the portions thereof deemed to have

been earned in jurisdictions other than Ontario for

the purpose of section 103; and

{b) the proportion of the deficiency between the foreign

tax credit that would be allowed if no provincial tax

abatement under section 124 of the Income Tax Act

(Canada) were applicable and the foreign tax credit

that is allowed when the provincial tax abatement
provided by section 124 of the Income Tax Act

(Canada) has been apphed which,

(i) the amount of that portion of its taxable in-

come for the fiscal year that is deemed to have
been earned in Ontario measured in accordance

with paragraph a, of subsection 4 of section

124 of the Income Tax Act (Canada),

bears to,

(ii) the total amount of the portions of its taxable

income for the fiscal year that are deemed to

have been earned in the provinces of Canada
measured in accordance with paragraph a of

subsection 4 of section 124 of the Income Tax
Act (Canada). R.S.O. 1970, c. 91. s. 5 (39).

105.—(1) There may be deducted from the tax otherwise

payable under this Part for a fiscal year by a corporation an

amount equal to one-third of the tax payable by the corpora-

tion for the same fiscal year under The Logging Tax Act.

R.S.O. 1970,c. 91.S. 5(40).

(2) In subsection 1, "tax otherwise payable" means the

tax for the fiscal year otherwise payable by the corporation

under this Part after making any deduction applicable under
section 103. R.S.O. 1970, c. 91 , s. 5 (41).

8% invest-
ment tax
deduction

Deemed
acauisition
ana use

106.—(1) There may be deducted from the tax other-

wise payable under this Part for a fiscal year by a corporation

an amount equal to 5 per cent of the cost of machinery and
equipment acquired and used in that fiscal year by the cor-

poration which machinery and equipment is acquired pursuant

to an agreement entered into after the 26th day of April, 1971,

and which shall be used by the corporation solely in Ontario

prior to the 1st day of April, 1973, for the purpose of

earning income. 1971, c. 11, s. l.part.

(2) For the purposes of this section, where the machinery
and equipment in respect of which the provisions of sub-
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section 1 would otherwise apply, is not used by the corporation

in the fiscal year in which it is acquired, such machinery and
equipment shall be deemed to have been acquired and used by
the corporation in the fiscal year in which it is first used. 1971

,

c.72,s. 1.

(3) Any amount which may be deducted under subsection 1 deduction
may be deducted in subsequent fiscal years to the extent that carried

forw&rd
the deduction allowed under subsection 1 exceeds the tax

otherwise payable by the corporation in the previous fiscal years

and, except as herein provided, no deduction shall be allowed

in any fiscal year of the corporation ending after the 31st day
of March, 1973, except that with respect to the first fiscal

year of the corporation ending after the 31st day of March,

1973, the amount which may be deducted from the tax

otherwise payable for that fiscal year shall not exceed that

portion of the tax otherwise payable for that fiscal year that

the number of days in that fiscal year prior to the 1st day of

April, 1973, bears to 365.

(4) Notwithstanding subsection 3, where a corporation has^**®™

a net loss, any amount which giay be deducted under sub-

section 1 may be deducted in subsequent fiscal years to the

extent that the deduction allowed under subsection 1 exceeds

the tax otherwise payable by the corporation in the previous

fiscal years and, except as herein provided, no deduction shall

be allowed in any fiscal year of the corporation ending after

the 31st day of March, 1974, except that with respect to the

first fiscal year of the corporation ending after the 31st day
of March, 1974 the amount which may be deducted from the

tax otherwise payable for that fiscal year shall not exceed the

portion of the tax otherwise payable for that fiscal year that

the number of days in that fiscal year prior to the 1st day of

April, 1974, bears to 365.

(5) In this section,
£tfon'^*"

(a) "machinery and equipment" means machinery and
equipment prescribed by the regulations, but does

not include automobiles and trucks, any property

that is described in the corporation's inventory or

that part of any property in respect of which a loan

is made under The Ontario Development Corporation ^^^ ^^'

Act, or The Northern Ontario Development Corporation

Act;

(6) "net loss" means the amount, if any, by which the

non-capital losses exceed the incomes of a corporation

for the fiscal years ending between the 26th day of

April, 1971, and the 1st day of April, 1973, except

that,
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(i) where the provisions of subsection 4 apply with

respect to the first fiscal year of the corporation

ending after the 31st day of March, 1973, in

determining the net loss for the purpose of

this section there shall be included that portion

of the non-capital loss or income for that

fiscal year that the number of days in that

fiscal year prior to the 1st day of April, 1973,

bears to 365, and

(ii) where, for the purposes of section 103, part of

the taxable income of a corporation for a

fiscal year is deemed to have been earned by
the corporation in a jurisdiction outside

Ontario, or, where the taxable income for that

fiscal year is nil and, for the purposes of section

132, part of the taxable paid-up capital of the

corporation is deemed to have been used in

a jurisdiction outside Ontario, the non-capital

loss or income for that fiscal year shall, in

determining the net loss for the purpose of

this sectionf be reduced in the same ratio

that the tax payable under section 102 or 131,

as the case may be, is reduced for that fiscal

year;

(c) "tax otherwise payable" means the tax for the fiscal

year otherwise payable by the corporation under

this Part after making any deduction applicable

under section 103. 1971, c. 11, s. I, part.

^x
°° 107. Where under a contract, will or trust, made or created

before the 14th day of May, 1953, a person is required to make
a payment to a corporation and is required by the terms of

the contract, will or trust to pay an additional amount
measured by reference to tax payable by such corporation

(cLn"''^ under Part I of the Income Tax Act (Canada) and Part II

of this Act by reason of the payment,

{a) the tax payable by the corporation under Part II

of this Act for the fiscal year in or in respect of which
such a payment is made or becomes payable is the

amount that the tax of the corporation under Part
II of this Act would be if no amount under the contract
were included in computing its income for the fiscal

year plus,

(i) the amount by which its tax under Part II

of this Act would be increased by including

in computing its income,
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(A) the payment, and

(B) the amount by which its tax under
Part I of the Income Tax Act (Canada) ig™;^' ''^

would be increased by including the

payment in computing its income, and

(ii) the amount by which the tax of the corporation

under Part II of this Act would be further

increased by including, in computing its in-

come for the fiscal year, the amount fixed by
subclause i or the additional payment, which-

ever is the lesser ; and

(6) if the person required to make the payment is a

corporation and would otherwise be entitled to

deduct the amounts payable under such a contract

in computing its income for a fiscal year, such

corporation is not entitled to deduct the amount
determined under subclause ii of clause a. R.S.O.

1970, c. 91, s. 67.

Division F— special rules

applicable in certain circumstances

Bankruptcies

108.—(1) Where a corporation has become a bankrupt, the^^^^^j^^j^^

following rules are applicable

:

bankrupt

(a) the trustee in bankruptcy shall be deemed to be

the agent of the bankrupt for all purposes of this Act

;

{b) the estate of the bankrupt shall be deemed not to be

a trust or an estate for the purposes of this Act

;

(c) the income and the taxable income of the corporation

for any fiscal year of the corporation during which it

was a bankrupt and for any subsequent fiscal year

shall be calculated as if

,

(i) the property of the bankrupt did not pass to

and vest in the trustee in bankruptcy on the

receiving order being made or the assignment

filed but remained vested in the bankrupt, and

(ii) any dealing in the estate of the bankrupt or

any act performed in the carrying on of the

business of the bankrupt estate by the

trustee was done as agent on behalf of the

bankrupt and any income of the trustee from
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such dealing or carrying on is income of the

bankrupt and not of the trustee

;

{d) a fiscal year of the corporation shall be deemed
to have commenced on the day the corporation

became a bankrupt and a fiscal year of the corporation

that would otherwise have ended after the corpora-

tion became a bankrupt shall be deemed to have
ended on the day immediately before the day on
which the corporation became a bankrupt

;

(e) where, in the case of any fiscal year of the corporation

ending during the period the corporation is a

bankrupt, the corporation fails to pay the tax

payable by the corporation under this Act for any
such fiscal year, the corporation and the trustee in

bankruptcy are jointly and severally liable to pay the

tax, except that,

(i) the trustee is only liable to the extent of the

property of the bankrupt in his possession, and

(ii) payment by either of them shall discharge

the joint obligation

;

if) in the case of any fiscal year of the corporation

ending during the period the corporation is a bankrupt

,

the corporation shall be deemed not to be associated

with any other corporation in the year ; and

(g) where an absolute order of discharge is granted in

respect of the corporation, for the purposes of

section 99 any loss of the corporation for any fiscal

year preceding the fiscal year in which the order of

discharge was granted is not deductible by the

corporation in computing its taxable income for the

fiscal year of the corporation in which the order

was granted or any subsequent fiscal year. R.S.O.

1970, c. 91, s. 40(1).

and "OTUte (^) ^^ ^^^^ section, "bankrupt" and "estate of the bankrupt"
of bankrupt" have the meanings given to those expressions by the Bank-

Rsc 1970 ^^P^^ ^^' (Canada) R.S.O. 1970. c. 01, s. 40 (2).

Investment Corporations

and Mutual Fund Corporations

Election

MiM^'*^ 109.—(1) Where a corporation is an investment corporation,
dividend as defined by subsection 3 of section 130 of the Income Tax Act

\c^.)'^^ (Canada), or is a mutual fund corporation, as defined by sub-
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section 8 of section 131 of such Act, and the corporation has

elected in respect of the full amount of a dividend that

has become payable by it at any particular time after 1971

in accordance with subsection 1 of section 131 of the Income^^^^'^-^

Tax Act (Canada),

(a) the dividend shall be deemed to be a capital gains

dividend to the extent that it does not exceed

the corporation's capital gains dividend account as

defined by paragraph b of subsection 6 of section 131

of the Income Tax Act (Canada) at the particular

time ; and

(b) notwithstanding anything in this Act, any amount
received by a corporation in a fiscal year as, on

account of or in lieu of payment of, or in satisfaction

of the dividend shall not be included in computing the

corporation's income for the fiscal year as income from

a share of the capital stock of the paying corporation,

but shall be deemed to be a capital gain of the

corporation for the fiscal year from the disposition of

capital property.

(2) Where a corporation has in a fiscal year become entitled to re1l^nd\o**°*

a refund by virtue of subsection 2 of section 131 of the ^'^^*^^|^°<i

Income Tax A ct (Canada) , the Minister,

(a) may upon mailing the notice of assessment for the

fiscal year, refund without application therefor an
amount equal to 25 per cent of its capital gains refund

for the fiscal year determined under subsection 2 of

section 131 of the Income Tax Act (Canada) for the

same fiscal year ; and

(6) shall make such a refund after mailing the notice of

assessment if application therefor has been made in

writing by the corporation within 4 years from the

end of the fiscal year.

(3) Instead of making a refund that might otherwise be
^ppJ.^^*^""^

made under subsection 2, the Minister may, where the "ability

corporation is liable or about to become liable to make any
payment under this Act, apply the amount that would other-

wise be refunded to that other liability and notify the

corporation of that action.

(4) Section 78 does not apply to deem a dividend to have ^^p"^^****"*

been paid by a corporation to any of its shareholders, or to

deem any of the shareholders of a corporation to have received

a dividend on any shares of the capital stock of the corporation

,

if at the time the dividend would, but for this subsection, be
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deemed by section 78 to have been so paid or received, as the

case may be, the corporation was a mutual fund corporation.

New.

Non-Resident-Owned Investment Corporations

1 10.— (1) The income of a non-resident-owned investment

of i^come'°" corporation for a fiscal year shall be computed as if its only

income was taxable capital gains and allowable capital losses

referred to in clause h of section 12 from dispositions of

taxable Canadian property or property that would be taxable

Canadian property if at no time in the fiscal year the corpora-

tion had been resident in Canada. R.S.O. 1970, c. 91, s. 45 (1),

amended.

Computation n) The taxable income of a non-resident-owned investment
or taxable ^'. o, ... , -ii
Income corporation for a fiscal year is its income determined under

subsection 1, minus its net capital losses for fiscal years

preceding and the fiscal year immediately following the fiscal

year, as provided for by section 99.

1971 un- (3) For the purposes of this Act,
distributed ^ ' r r
income and

Buriiuson (a) in computing the 1971 undistributed income on
^*°'* hand of a non-resident-owned investment corpora-

tion at any time, there shall be deducted the

amount, if any, by which,

(i) the corporation's 1971 undistributed income

on hand at that time otherwise determined,

exceeds

(ii) the corporation's surplus determined in pre-

scribed manner at the end of its 1971 fiscal

year, for fiscal years ending before 1972 for

which it was not taxable under section 70 of

(Can7''^
^ *^^ /wcowg Tax Act (Canada) as it read in its

application to the 1971 fiscal year; and

[h) in computing the 1971 capital surplus on hand
of a non-resident-owned investment corporation at any
time, there shall be added to the amount thereof

otherwise determined the amount of the excess

described in clause a.

gecuon re
^4^ Where at any particular time after 1971 a dividend has

Sf^dend
become payable by a non-resident-owned investment corpora-

tion to shareholders of any class of shares of its capital stock,

if the corporation so elects in respect of the full amount of the

dividend, in prescribed manner and in prescribed form and at or
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before the particular time or the first day on which any part

of the dividend was paid if that day is earher than the

particular time, the following rules apply,

(a) the dividend shall be deemed to be a capital gains

dividend to the extent that the portion thereof in

excess of the corporation's 1971 undistributed income
on hand immediately before the particular time

does not exceed the corporation's capital gains

dividend account immediately before the particular

time ; and

(b) any amount received by another non-resident-

owned investment corporation in a fiscal year as, on

account or in lieu of payment of, or in satisfaction

of the capital gains dividend shall not be included in

computing the corporation's income for the fiscal

year.

(5) In this section, g^erpre-

(a) "Canadian property" means property other than

foreign property within the meaning given to that

expression by section 206 of the Income Tax Act^^^^^'^-^'^

(Canada)

;

{b) "capital gains dividend account" of a non-resident-

owned investment corporation at any particular time

means the amount, if any, by which the aggregate of

the following amounts in respect of the period

commencing January 1 , 1972 and ending immediately

after its last fiscal year ending before the particular

time, namely,

(i) the corporation's capital gains for fiscal years

ending in the period from dispositions in the

period of Canadian property or shares of

another non-resident-owned investment cor-

poration, and

(ii) amounts received by the corporation in the

period as, on account or in lieu of payment of,

or in satisfaction of capital gains dividends from

other non-resident-owned investment corpora-

tions,

exceeds the aggregate of

(iii) the corporation's capital losses for fiscal

years ending in the period from dispositions

in the period of Canadian property or shares
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bf another non-resident-owned investment
'corporation,

(iv) 25 per cent of the amount, if any, by which
the aggregate of the corporation's capital

gains for fiscal years ending in the period from
dispositions in the period of taxable Canadian
property or property that would be taxable

Canadian property if at no time in the period

the corporation had been resident in Canada,
exceeds the aggregate of its capital losses for

those fiscal years from dispositions in the

period of such property, and

(v) all capital gains dividends that became pay-
able by the corporation before the particular

time;

(c) "non-resident-owned investment corporation" means
a corporation incorporated in Canada that, through-
out the whole of the period commencing on the later

of June 18, 1971 and the day on which it was
incorporated and ending on the last day of the fiscal

year in respect of which the expression is being applied,

complied with the following conditions,

(i) all of its issued shares and all of its bonds,

debentures and other funded indebtedness
were,

(A) beneficially owned by non-resident per-

sons, other than any foreign affiliate as

defined in paragraph b of subsection 1

JSanV*^"^
of section 95 of the Income Tax Act
(Canada),

(B) owned by trustees for the benefit of non-

resident persons or their unborn issue, or

(C) owned by a non-resident-owned invest-

ment corporation, all of the issued

shares of which and all of the bonds,

debentures and other funded indebted-

ness of which were beneficially owned by
non-resident persons or owned by trus-

tees for the benefit of non-resident per-

sons or their unborn issue, or by two or

more such corporations,

(ii) its income for each fiscal year ending in the

f)eriod was derived from,
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(A) ownership of or trading or dealing in

bonds, shares, debentures, mortgages,

hypothecs, bills, notes, or other similar

property or any interest therein,

(B) lending money with or without security,

(C) rents, hire of chattels, charterparty fees

or remunerations, annuities, royalties,

interest or dividends,

(D) estates or trusts, or

(E) disposition of capital property,

(iii) not more than 10 per cent of its gross

revenue for each fiscal year ending in the

period was derived from rents, hire of chattels,

charterparty fees or charterparty remunera-

tions,

(iv) its principal business in each fiscal year

ending in the period was not,

(A) the making of loans, or

(B) trading or dealing in bonds, shares,

debentures, mortgages, hypothecs, bills,

notes or other similar property or any
interest therein

,

(v) it has, not later than 90 days after the com-
mencement of its first fiscal year commencing
after 1971 elected in prescribed manner to be

taxed under section 133 of the Income Tax Act l^^^h ^ ^
(Canada)

,

an3

(vi) it has not, before the end of the last fiscal year

in the period, revoked in prescribed manner
the election so made by it, and it has paid

the taxes payable for such fiscal year under
section 133 of the Income Tax Act (Canada),

except that in no case shall a new corporation, within

the meaning given to that expression by section 81,

formed as a result of an amalgamation after June 18,

1971 of two or more predecessor corporations be
regarded as a non-resident-owned investment corpor-

ation unless each of the predecessor corporations was,

immediately before the amalgamation, a non-resident-

owned investment corporation ; and
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(d) "taxable dividend" does not include a capital gains

dividend. New.

Non-
reaident-
owned
corporation
deemed
not to be
Canadian
or private
corporation

111. Notwithstanding any other provision of this Act, a

non-resident-owned investment corporation that would, but

for this section, be a Canadian corporation or private cor-

poration shall be deemed not to be a Canadian corporation

or private corporation, as the case may be, except for the

purposes of subsection 1 of section 77 and section 81. New.

Patronage Dividends

S'SSmiutin? 112.—(1) Notwithstanding anything in this Part, there
income may be deducted, in computing the income of a corporation

for a fiscal year, the aggregate of the payments made, pur-

suant to allocations in proportion to patronage, by the cor-

poration,

(a) within the fiscal year or within 12 months there-

after to its customers of the fiscal year ; and

{b) within the fiscal year or within 12 months thereafter

to its customers of a previous fiscal year, the deduc-

tion of which from income of a previous fiscal year

was not permitted. R.S.O. 1970, c. 91, s. 49 (1).

Limitation
where non-
member
customers

(2) Notwithstanding subsection 1, if the corporation has

not made allocations in proportion to patronage in respect of

all its customers of the fiscal year at the same rate, with

appropriate differences for different types or classes of goods,

products or services, or classes, grades or qualities thereof, the

amount that may be deducted under this section is an amount
equal to the lesser of,

(a) the aggregate of the payments mentioned in sub-

section 1 ; and

(6) the aggregate of,

Interpre-
tation

(i) the part of the income of the corporation for

the fiscal year attributable to business done
with members, and

(ii) the allocations in proportion to patronage

made to non-member customers of the fiscal

year. R.S.O. 1970, c. 91, s. 49 (2).

(3) For the purposes of this section,

(a) "allocation in proportion to patronage" for a fiscal

year means an amount credited by a corporation to a
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customer of that fiscal year on terms that the customer
is entitled to or will receive payment thereof, com-
puted at a rate in relation to the quantity, quality or

value of the goods or products acquired, marketed,

handled, dealt in or sold, or services rendered by the

corporation from, on behalf of or to the customer,

whether as principal or as agent of the customer or

otherwise, with appropriate differences in the rate

for different classes, grades or qualities thereof, if,

(i) the amount was credited,

(A) within the fiscal year or within 12

months thereafter, and

(B) at the same rate in relation to quantity,

quality or value aforesaid as the rate

at which amounts were similarly

credited to all other customers of that

fiscal year who were members or to all

other customers of that fiscal year, as the

case may be, with appropriate differ-

ences aforesaid for different classes,

grades or qualities, and

(ii) the prospect that amounts would be so

credited was held forth by the corporation Ifl

to its customers of that fiscal year who .

were members or non-member customers of »«

that fiscal year, as the case may be

;

M

(6) "consumer goods or services" means goods or services W
the cost of which was not deductible by the person in

computing the income from a business or property

;

',.'

(c) "customer" means a customer of a corporation and
includes a person who sells or delivers goods or

products to the corporation, or for whom the cor-

poration renders services

;

(d) "income of the corporation attributable to business

done with members" of any fiscal year means that

proportion of the income of the corporation for the

fiscal year, before making any deduction under this

section, that the value of the goods or products

acquired, marketed, handled, dealt in or sold or

services rendered by the corporation from, on behalf

of, or for members, is of the total value of goods or

products acquired, marketed, handled, dealt in or

sold or services rendered by the corporation from, on
behalf of, or for all customers during the fiscal year

;
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(e) "member" means a person who is entitled as a
member or shareholder to full voting rights in the

conduct of the affairs of the corporation or of another
corporation of which the corporation is a subsidiary

wholly-owned corporation

;

(/) "non-member customer" means a customer who is

not a member ; and

is) "payment" includes,

(i) the issue of a certificate of indebtedness or

shares of the corporation or of another corpora-

tion of which the corporation is a subsidiary

wholly-owned corporation if the corporation

or that other corporation has in the fiscal year

or within 12 months thereafter disbursed an
amount of money equal to the aggregate face

value of all certificates or shares so issued

in the course of redeeming or purchasing certi-

ficates of indebtedness or shares of the corpora-

tion or that other corporation previously issued

,

(ii) the application by the corporation of an
amount to a member's liability to the corpora-

tion, including, without restricting the general-

ity of the foregoing, an amount applied in ful-

filment of an obligation of the member to make
a loan to the corporation and an amount applied

on account of payment for shares issued to a

member, pursuant to a by-law of the corpora-

tion, pursuant to statutory authority or at

the request of the member, or

(iii) the amount of a payment or transfer by the

corporation that, under subsection 2 of section

58, is required to be included in computing
the income of a member. R.S.O. 1970, c. 91,

s. 49(4).

preset'o^^ i^) ^0^ th^ purpose of this section a corporation shall be
allocations deemed to have held forth the prospect that amounts would

be credited to a customer of a fiscal year by way of allocation

in proportion to patronage, if,

(a) throughout the fiscal year the statute under which the

corporation was incorporated or registered, its charter,

articles of association or by-laws or its contract with
the customer held forth the prospect that amounts
would be so credited to customers who are members
or non-member customers, as the case may be; or
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(b) prior to the commencement of the fiscal year or prior

to such other day as may be prescribed for the class

of business in which the corporation is engaged, the

corporation has published an advertisement in pre-

scribed form in a newspaper or newspapers of general

circulation throughout the greater part of the area in

which the corporation carried on business holding

forth that prospect to customers who are members
or non-member customers, as the case may be, and
has filed copies of the newspapers with the Minister

before the end of the 30th day of the fiscal year or

within 30 days from the prescribed day, as the case

may be. R.S.O. 1970, c. 91, s. 49 (5).

(5) For greater certainty, the amount of any payment p^ment°to
pursuant to an allocation in proportion to patronage is the customer

amount thereof determined before deducting any amount re-

quired by subsection 3 of section 135 of the Income Tax ^c/i970-7i,c.63

(Canada) to be deducted or withheld from that payment. New.

(6) Where a payment pursuant to an allocation in proportion cus^^mer to

to patronage, other than an allocation in respect of consumer be included
*

,
°

. -11 • 1 ^" income
goods or services, has been received by a corporation, the

amount of the payment shall be included in computing the

recipient's income for the fiscal year in which the payment
was received and, without restricting the generality of the 'tf

foregoing, where a certificate of indebtedness or a share was
issued to a corporation pursuant to an allocation in proportion «

to patronage, the amount of the payment by virtue of the JJ

issue thereof shall be included in computing the recipient's ^
income for the fiscal year in which the certificate or share was ^
received and not in computing its income for the fiscal year in

which the indebtedness was subsequently discharged or the :•

share was redeemed. R.S.O. 1970, c. 91, s. 49 (7).

Co-operative Corporations

1 13.—(1) Notwithstanding any other provision of this Act, co-operative

a co-operative corporation that would, but for this section, be deemed

a private corporation shall be deemed not to be a private private
^

corporation. New. corporation

(2) In this section, "co-operative corporation" means a cor-
^p^esefon^

poration that was incorporated by or under a law of Canada "co-operative

or a province providing for the establishment of the corporation

or resp>ecting the establishment of co-operative corporations

for the purpose of marketing, including processing incident to

or connected therewith, natural products belonging to or

acquired from its members or customers, of purchasing
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supplies, equipment or household necessaries for or to be sold

to its members or customers or of performing services for its

members or customers, if,

(a) the statute by or under which it was incorporated,

its charter, articles of association or by-laws or its

contracts with its members or its members and
customers held forth the prospect that payments
would be made to them in proportion to patronage

;

(6) none of its members, except other co-operative

corporations, have more than one vote in the conduct

of the affairs of the corporation ; and

(c) at least 90 per cent of its members are individuals

or other co-operative corporations and at least 90 per

cent of its shares, if any, are held by such persons.

R.S.O. 1970, c. 91, s. 48 (4).

Credit Unions

irfcompuung 114:.—(1) In Computing the income for a fiscal year of a
Income credit union or a savings and credit union, in this Act referred

to as a "credit union", that is a corporation,

[a] there may be deducted as a reserve in respect of

bonds, debentures, agreements of sale, mortgages or

hypothecs, in lieu of any deduction in respect thereof

under clause n of subsection 1 of section 24, such

amount as may be claimed by the credit union, not

exceeding a prescribed amount

;

(6) there may be deducted as a reserve in respect of

debts owing to the credit union, other than any debt

described in clause a, in lieu of any deduction in

respect thereof under clause n of subsection 1 of

section 24, such amount as may be claimed by the

credit union, not exceeding a prescribed amount;

(c) there shall be included any amount deducted under
clause a or 6 as a reserve in computing the credit

union's income for the immediately preceding fiscal

year; and

{d) no deduction may be made under section 35.

Payments
pursuant to
allocations in

(2) Notwithstanding anything in this Part, there may be

^, ^ deducted, in computing the income for a fiscal year of a
proportion to . . f °

; ,

borrowing credit umon that is a corporation, the aggregate of the pay-
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ments made, pursuant to allocations in proportion to borrowing,

by the credit union within the fiscal year or within 12 months
thereafter to members of the credit union, to the extent that

such payments were not deductible under this subsection in

computing the income of the credit union for the immediately

preceding fiscal year.

(3) For the purposes of this Act, any annual or other A'^°^°*(j^*^*

periodic amount paid or payable by a credit union to a member of nieJ^^ers
f^ f r J J share deemed
thereof m respect of his share m the credit union, other than paid as

any such amount paid or payable as or on account of capital,

shall be deemed to have been paid or payable, as the case may
be, by the credit union as interest and, when received by
the member, to have been received by him as interest.

(4) Where a payment has been received by a corporation
J^^^^^l^'^

from a credit union in a fiscal year in respect of an allocation

in proportion to borrowing, the amount thereof shall, if the

money so borrowed was used by the corporation for the

purpose of earning income from a business or property, other-

wise than to acquire property the income from which would
be exempt or to acquire a hfe insurance policy, be included in

computing the corporation's income for the fiscal year.

(5) In this section, Interpre-
^ ' ' tation

{a) "allocation in proportion to borrowing" for a fiscal 1%^^

year means an amount credited by a credit union to i ^*
a person who was a member of the credit union in the ^^^ *

fiscal year on terms that the member is entitled to or \ ,:|

will receive payment thereof, computed at a fate in '^j*i #

relation to, -* ^

(i) the amount of interest payable by the member
on money borrowed from the credit union, or

(ii) the amount of money borrowed by the member
from the credit union

;

if the amount was credited within the fiscal year or

within 12 months thereafter and at the same rate in

relation to the amount of interest or money, as the

case may be, as the rate at which amounts were
similarly credited in the fiscal year to all other

members of the credit union,

(6) "credit union" means a corporation, association or

federation incorporated or organized as a credit union

or co-operative credit society if,

•/

(i) it derived its revenues primarily from.
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(A) loans made to, or cashing cheques for,

members,

(B) bonds of, or guaranteed by, the Govern-

ment of Canada or a province, or a

Canadian municipahty, or bonds of a

municipal or public body performing

a function of government in Canada,

(C) bonds of a corporation, commission or

association not less than 90 per cent of

the shares or capital of which was owned
by the Government of Canada or a

province or by a municipality in

Canada, or

(D) loans made to a co-operative credit

society of which it is a member, or

(ii) the members thereof were corporations or

associations,

(A) incorporated or organized as credit

unions, substantially all of which de-

rived their revenues primarily from

loans made to members or from bonds

of or guaranteed by, the Government of

Canada or of a province,

(B) incorporated, organized or registered

under, or governed by a law of Canada
or a province with respect to co-

operatives, or

(C) incorporated or organized for charitable

purposes,

or were corporations or associations no part

of the income of which was payable to, or

otherwise available for the personal benefit

of, any shareholder or member thereof

;

(c) "member" of a credit union means a person who is

entitled as a member or shareholder to full voting

rights in the conduct of the affairs of the credit

union.

deemed"not° (^) Notwithstanding any other provision of this Act, a credit

coi^rauon^
union that would, but for this section, be a private corporation

shall be deemed not to be a private corporation. New.
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Insurance Corporations

115.—(1) For the purpose of this section, an " insurance J°^^^^®'

corporation" or "insurer" means any corporation with or

without share capital, to which section 138 of the Income Tax^^^^'^-^
Act (Canada) applies. R.S.O. 1970, c. 91, s. 41 (1).

(2) Notwithstanding any other provision of this Act and in ^f{.^"^^^le
'^

order that insurance corporations or insurers may be dealt income

with under this Act as they will be dealt with under Part I of

the Income Tax Act (Canada), it is hereby declared that for

the purpose of section 8, the taxable incomes of such cor-

porations that transact business in Ontario shall, for the

purposes of this Act, be the same as the taxable incomes of such

corporations as determined for the purposes of Part I of the

Income Tax Act (Canada). R.S.O. 1970, c. 91, s. 41 (2).

116. Where a life insurance corporation that is incorporated pro^^ncfX
°^

under the laws of a province has applied an amount in payment P^r trr- f J insurance
for shares of the corporation purchased by it under the corporation

authority of a law of the province that provides for the con- corporation

version of the corporation into a mutual corporation by the

purchase of its shares in accordance with the provisions of

such law,

[a) section 19 does not apply to require the inclusion, in

computing the income of a shareholder of the cor-

poration of any part of that amount ; and

(ft) no part of that amount shall be deemed, for the pur-

poses of subsection 2 of section 1 15, to have been paid

to shareholders or, for the purposes of section 78, to

have been received as a dividend. R.S.O. 1970, c. 91,

s. 42.

117. Notwithstanding any other provision of this Act, a ?^i^®
j.^^^^^

life insurance corporation that is resident in Canada shall be corporation

, , , \ ,. -

.

deemed
deemed to be a public corporation. New. to be public

•^ '^ corporation

Division G— deferred and

other special income arrangements

Employees Profit Sharing Plans

118.— (1) In this Act, "employees profit sharing plan" pJJg]^*g°if^Xg

means an arrangement under which payments computed by pi*°" •defined

reference to the profits from the business of a corporation

or by reference to the profits from the business of a corporation

and the profits, if any, from the business of a person with

whom the corporation does not deal at arm's length are made
by the corporation to a trustee in trust for the benefit of

officers or employees of the corporation or of a person with
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whom the corporation does not deal at arm's length, whether
or not payments are also made to the trustee by the officers

or employees, and under which the trustee has, since the

commencement of the plan or the end of 1949, whichever is

later, each year allocated either contingently or absolutely to

individual officers or employees,

(a) all amounts received by him from the corporation or

from a person with whom the corporation does not

deal at arm's length;

{b) all profits from the trust property computed without

regard to any capital gain made by the trust or

capital loss sustained by it at any time since the

end of 1955;

1970-71. c. 63
(Can.)

(c) all capital gains and capital losses of the trust for

fiscal years ending after 1971; and

{d) all amounts in resp>ect of which employees who have,

after 1971, ceased to be beneficiaries under the

arrangement are deemed by subsection 9 of section

144 of the Income Tax Act (Canada) to have made
a payment on account of tax under Part I of that Act,

in such manner that the aggregate of all such amounts, profits,

gains and losses, minus such portion thereof as has been paid

to beneficiaries under the trust, is allocated either contingently

or absolutely to officers or employees who are beneficiaries

thereunder.

S-ust*
''"^^

(^) ^° *^^ ^^ payable under this Part on the taxable income
governed of a trust for a fiscal year durine; which the trust was
by a plan -^

~

governed by an employees profit sharing plan. R.S.O. 1970,

c. 91,5.51(2).

Employer's
contribution
to trust
deductible

(3) An amount paid by a corporation to a trustee under
an employees profit sharing plan during a fiscal year or

within 120 days thereafter may be deducted in computing the

corp)oration's income for the fiscal year to the extent that it

was not deductible in computing income for a previous fiscal

year. R.S.O. 1970, c. 91, s. 51 (3).

Payments
out of
profits

(4) Where the terms of an arrangement under which a

corporation makes payments to a trustee specifically provide

that the payments shall be made "out of profit", such arrange-

ment shall, if the corporation has so elected under subsection

10 of section 144 of the Income Tax Act (Canada), be deemed
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for the purpose of subsection 1, to be an arrangement for

payments "computed by reference to the profits from the

business of the corporation". R.S.O. 1970, c. 91, s. 51 (4).

(5) Where an employees profit sharing plan is accepted ?'^|^*ij

for registration by the Minister as a deferred profit sharing trust

plan, the fiscal year of the trust governed by the employees

profit sharing plan shall be deemed to have ended immediately

before the plan is deemed to have become registered as a deferred

profit sharing plan pursuant to subsection 5 of section 147

of the Income Tax Act (Canada). R.S.O. 1970, c. 91, s. 51 (5) . Jg^o^'/- «• ^3

Registered Supplementary Unemployment

Benefit Plans

119.-(1) In this Act, j2{f„^-«-

{a) "registered supplementary unemployment benefit

plan" means a supplementary unemployment benefit

plan accepted by the Minister for registration

for the purposes of this Act in respect of its con-

stitution and operations for the fiscal year under

consideration ; and

(b) "supplementary unemployment benefit plan" means
an arrangement, other than an arrangement in the

nature of superannuation or pension fund or plan

or an employees profit sharing plan, under which
payments are made by a corporation to a trustee

in trust exclusively for the payment of periodic

amounts to employees or former employees of the

corporation who are or may be laid off for any
temporary or indefinite period. R.S.O. 1970, c. 91,

s. 52(1).

(2) The Minister shall be deemed to have accepted for pi^^ <Jeemed
. . , /- , accepted

registration as a supplementary unemployment benefit plan

under this Act every supplementary unemployment benefit

plan that is accepted for registration by the Minister of National

Revenue for Canada as a supplementary unemployment
benefit plan under section 145 of the Income Tax Act (Canada).

R.S.O. 1970,c. 91,s. 52(2).

(3) No tax is payable under this Part by a trust upon the ^°^^^^
''^"®

taxable income of the trust for a period during which the governed

trust was governed by a registered supplementary unemploy-
ment benefit plan. R.S.O. 1970, c. 91, s. 52 (3).

Amounts
received

(4) There shall be included in computing the income for a mento?*'

fiscal year of a corporation that, as an employer, has made of JfiS^
"^

215



218

any payment to a trustee under a supplementary unemployment
benefit plan, any amount received by the corporation in the

fiscal year as a result of an amendment to or modification of

the plan or as a result of the termination or winding-up of

the plan. R.S.O. 1970, c. 91, s. 52 (5).

Paymenta
by employer
deductible

(5) An amount paid by a corporation to a trustee under a

registered supplementary unemployment benefit plan during a

fiscal year or within 30 days thereafter may be deducted in com-
puting the corporation's income for the fiscal year to the extent

that it was not deductible in computing income for a previous

fiscal year. R.S.O. 1970, c. 91, s. 52 (4).

Interpre-
tation

Deferred Profit Sharing Plans

120.—(1) In this Act,

[a) "deferred profit sharing plan" means a profit sharing

plan accepted by the Minister for registration for the

purposes of this Act ; and

(6) "profit sharing plan" means an arrangement under

which payments computed by reference to the profits

of a corporation from its business or by reference to the

profits of a corporation from its business and the

profits, if any, from the business of a person with

whom the corporation does not deal at arm's length

are or have been made by the corporation to a trustee

in trust for the benefit of employees of that corporation

or employees of any other person, whether or not

payments are or have been also made to the trustee

by the employees. R.S.O. 1970, c. 91, s. 53 (1).

Acceptance
of plan for
registration

1970-71. c. 63
(Can.)

(2) The Minister shall be deemed to have accepted for

registration as a deferred profit sharing plan under this Act
every profit sharing plan that is deemed to be registered by the

Minister of National Revenue for Canada as a deferred profit

sharing plan under section 147 of the Income Tax Act (Canada),

and such plan shall be deemed to have been registered by the

Minister on the same date as it is deemed to be registered as a

deferred profit sharing plan under subsection 5 of section 147

of the Income Tax Act (Canada). R.S.O. 1970, c. 91, s. 53 (2).

pian'not (^) ^^^ ^ fiscal year during which a plan is a deferred
emj^ioyees profit sharing plan, the plan shall be deemed, for the purposes
sharing plan of this Act, not to be an employees profit sharing plan.

R.S.O. 1970, c. 91. s. 53(4).
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(4) No tax is payable under this Part on the taxable in- Jj^iit trust

come of the trust for a fiscal year during which the trust governed

was governed by a deferred profit sharing plan. R.S.O. 1970,

c. 91, s. 53(5).

(5) There may be deducted in computing the income of a Amount of
. r t~ , r employer's

corporation for a fiscal year the aggregate of each amount contribution

paid by the corporation in the fiscal year or within 120 days

after the end of the fiscal year, to a trustee under a deferred

profit sharing plan for the benefit of employees of the cor-

poration who are beneficiaries under the plan, not exceeding,

however, in respect of each individual employee in respect of

whom the amounts so paid by the corporation were paid by it,

an amount equal to the least of,

{a) the aggregate of each amount so paid by the cor-

poration in respect of that employee

;

(b) $2,500 minus the amount, if any, deductible under
clause s of subsection 1 of section 24 in respect of that

employee in computing the income of the corporation

for the fiscal year ; and

(c) 20 per cent of the salary or wages paid in the fiscal

year to the employee by the corporation,

to the extent that such amount was not deductible in computing -^,

the income of the employer for a previous fiscal year. R.S.O. ^^
1970, c. 91, s. 53 {6), amended. .A i

Ig *

(6) Notwithstanding subsection 5, the amount that a cor-
on'^emictk)n Uli /

poration is entitled to deduct under subsection 5 in computing W 4

its income for a fiscal year shall be neither more nor less than ^J"

the amount that it deducts and is allowed as a deduction in

computing its income for the same fiscal year under subsections

8 and 9 of section 147 of the Income Tax Act (Canada) .
i970-7i, c. 63

R.S.O. 1970,c. 91,s. 53(7).

(7) Where funds or property of a trust governed by a Appropriation

deferred profit sharing plan have been appropriated in any property by

manner whatsoever to or for the benefit of a corporation that is,
^'"^ "^^'^

(a) an employer by whom payments are made in trust

to a trustee under the plan ; or

(b) a cor|X)ration with whom that employer does not

deal at arm's length,

otherwise than in payment of or on account of shares of the

capital stock of either that employer or the corporation, as
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the case may be, purchased by the trust, the amount or value

of the funds or property so appropriated shall be included in

computing the income of the employer or the corporation, as

the case may be, for the fiscal year in which the funds or property

were so appropriated, unless such funds or property or an

amount in lieu thereof equal to the amount or value of

such funds or property were repaid to the trust within one year

from the end of the fiscal year, and it is established by
subsequent events or otherwise that the repayment was not

made as part of a series of appropriations and repayments.

R.S.O. 1970. c. 91, s. 53(8).

Revocation of
registration

1970-71, c. 63
(Can.)

(8) The Minister shall be deemed to have revoked the

registration of a profit sharing plan as a deferred profit sharing

plan as and when the Minister of National Revenue for Canada
revokes it under subsection 14 of section 147 of the Income

Tax Act (Canada). R.S.O. 1970. c. 91, s. 53 (3).

Rales
applicable
to revoked
plan

(9) Where the Minister is deemed to have revoked the

registration of a profit sharing plan as a deferred profit sharing

plan under subsection 8, the plan, hereinafter referred to as

the "revoked plan", shall be deemed, for the purposes of this

Act, not to be a deferred profit sharing plan, and, notwith-

standing any other provision of this Act, the following rules

shall apply.

{a) subsection 4 does not apply to exempt the trust

governed by the plan from tax under section 8 upon
the taxable income of the trust for a fiscal year in

which, at any time therein, the trust was governed by
the revoked plan

;

(b) no deduction shall be made by a corporation in com-
puting its income for a fiscal year in respect of an
amount paid by it under the plan at a time when it

was a revoked plan

;

(c) there shall be included in computing the income of a

corporation for a fiscal year the amount or value of

any funds or property appropriated to or for the

benefit of the corporation in the fiscal year that, by
virtue of subsection 7, would have been so included

if the revoked plan had been a deferred profit sharing

plan at the time of the appropriation of the funds or

property

;

(d) the revoked plan shall be deemed, for the purposes of

this Act, not to be an employees profit sharing plan.

R.S.O. 1970, c. 91, s. 53 (9).
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(10) Where the terms of an arrangement under which aP^y™®^*^^

corporation makes payments to a trustee specifically provide profits

that the payments shall be made "out of profits", such ar-

rangement shall be deemed, for the purpose of clause b of

subsection 1 to be an arrangement for payments "computed by
reference to the profits of a corporation from its business".

R.S.O. 1970, c. 91, s. 53 (10).

Life Insurance Policies

121. Where the provisions of subsection 2 of section 142^^°^^^.

of the Income Tax Act (Canada) or section 148 of that Act computing

apply to a corporation, it is hereby declared that the amount holder's

to be included in its income for a fiscal year for the purposes
^^°^^

of this section shall be the same as is required to be included for

the purposes of subsection 2 of section 142 of the Income Taxj^^^^'^-^

Act (Canada) or section 148 of that Act for the same fiscal

year. '^I

Division H— exemptions

122.—(1) No tax is payable under this Part upon the tax- Exemptions:

able income of a corporation for a period when that corporation

was,

(a) a municipality in Canada, or a municipal or public ^^^^^^^^^^^g

body performing a function of government in

Canada; R.S.O. 1970, c. 91, s. 5 (42) (a).

(b) a corjxjration, commission or association not less than J^^i^^o^ciai
90 per cent of the shares or capital of which was corporations

owned by Her Majesty in right of Canada or a province

or by a Canadian municipality, or a wholly-owned
corporation subsidiary to such a corporation, com-
mission or association but this clause does not apply,

(i) to such corporation, commission or association

if a person other than Her Majesty in right of

Canada or a province or a Canadian munici-
pality had, during the period, a right under a

contract, in equity or otherwise either immedi-
ately or in the future and either absolutely or

contingently, to, or to acquire, shares or

capital of that corporation, commission or

association, and

(ii) to such wholly-owned subsidiary corporation

if a person other than Her Majesty in right of

Canada or a province or a Canadian munici-

pality had, during the period, a right under a

contract, in equity or otherwise, either immedi-
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ately or in the future and either absolutely or

contingently, to, or to acquire, shares or

capital of that wholly-owned subsidiary cor-

poration or of the corporation, commission or

association of which it is a wholly-owned
subsidiary corporation ; R.S.O. 1970, c. 91,

s. 5 (42) (b).

Certain
organizations (c) an agricultural organization, a board of trade or a

chamber of commerce, no part of the income of

which was payable to, or was otherwise available for

the personal benefit of, any proprietor, member or

shareholder thereof; R.S.O. 1970, c. 91, s. 5 (42) (c).

Charitable
organisations id) a charitable organization all the resources of which

were devoted to charitable activities carried on by the

organization itself and no part of the income of which
was payable to, or was otherwise available for the

personal benefit of, any proprietor, member or share-

holder thereof; R.S.O. 1970, c. 91, s. 5 (42) (d).

Non-profit
corporation

{e) a corporation that was constituted exclusively for

charitable purposes, no part of whose income was
payable to, or was otherwise available for the personal

benefit of, any proprietor, member or shareholder

thereof, that has not, since June 1, 1950, acquired

control of any other corporation and that, during the

period.

(i) did not carry on any business,

(ii) had no debts incurred since June 1 , 1950, other

than obligations arising in respect of salaries,

rents and other current operating expenses, and

(ill) except in the case of a corporation that was,

before 1940, constituted exclusively for chari-

table purposes, expended amounts each of

which is,

(A) an expenditure in respect of charitable

activities carried on by the corporation

itself,

(B) a gift to an organization in Canada the

income of which for the period is ex-

empt from tax under this Part by
virtue of clause d,
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(C) a gift to a corporation resident in

Canada the income of which for the

period is exempt from tax under this

Part by virtue of this clause, or

|j
(D) a gift to Her Majesty in right of

f
j

Canada or a province or to a Canadian
municipality,

and the aggregate of which is not less than 90
per cent of the corporation's income for the

period; R.S.O. 1970, c. 91. s. 5 (42) {e).

(/) a corporation that was constituted exclusively for the ^0^*^°

purpose of providing low-cost housing accommodation corporations

for the aged, no part of the income of which was
payable to, or was otherwise available for the

personal benefit of, any proprietor, member or share-

holder thereof; R.S.O. 1970, c. 91, s. 5 (42) (g).

(g) a corporation that was constituted exclusively for ^°^"P^°^^^jj

the purpose of carrying on or promoting scientific for scientific
^ ^^ fi • 11 research

research, no part of whose income was payable

to, or was otherwise available for the personal

benefit of, any proprietor, member or shareholder

thereof, that has not acquired control of any other

corporation and that, during the period,

(i) did not carry on any business, and

(ii) expended amounts in Canada each of which

is,

(A) an expenditure on scientific research

directly undertaken by or on behalf

of the corporation, or

(B) a payment to an association, university,

college or research institution, des-

cribed in subclause ii or iii of clause a

of subsection 1 of section 39 to be used

for scientific research,

and the aggregate of which is not less than 90

per cent of the corporation's income for the

period; R.S.O. 1970, c. 91, s. 5 (42) (/).

ortranizations
[h) a labour organization or society or a benevolent

o*^^ni^
or fraternal benefit society or order; R.S.O. 1970,

c.91,s.5, (42)(A).
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Non-profit
organizations

(t) a club, society or association organized and operated

exclusively for social welfare, civic improvement,

pleasure or recreation or for any other purpose

except profit, no part of the income of which was
payable to, or was otherwise available for the

personal benefit of, any proprietor, member or share-

holder thereof; R.S.O. 1970, c. 91, s. 5 (42) (t).

Mutual
insurance
cori>oration8

{j) a mutual insurance corporation that received its

premiums wholly from the insurance of churches,

schools or other charitable organizations; R.S.O.

1970,c.91,s.5(42)(;).

Housing
corporation

R.S.C. 1970,
c. N-10

{k) a limited dividend housing corporation within the

meaning of that expression as defined by the

National Housing Act (Canada); R.S.O. 1970, c. 91,

s. 5 (42) (/).

Pension
corporation (0 a corporation established or incorporated solely in

connection with, or for the administration of, a

registered pension fund or plan; R.S.O. 1970, c. 91,

s. 5 (42) (/>).

Farmers' and
fishermen's
insurers

(w) an insurer, who was engaged during the period

in no business other than insurance, if, in the opinion

of the Minister on the advice of the Superintendent

of Insurance, 50 per cent of its gross premium
income for the period was in respect of the insurance

of farm property, property used in fishing or residences

of farmers or fishermen. R.S.O. 1970, c. 91, s. 5(42) (s).

Income not (2) For the purposes of clauses c to g inclusive of subsection

taxable 1 and clause i of subsection 1, in computing the part, if any, of

gsSns any income that was payable to or otherwise available for

the personal benefit of any corporation or the aggregate of any
amounts that is not less than a percentage specified in any of

those clauses of any income for a period, the amount of such

income shall be deemed to be the amount thereof otherwise

determined less the amount of any taxable capital gains

included therein. New.

appiicaWe (^) Subsection 1 does not apply in respect of the taxable

income of a benevolent or fraternal benefit society or order

from carrying on a life insurance business. R.S.O. 1970,

c. 91, s. 5(43).

Idem
(4) For the purpwDses of subsection 3, the taxable income

of a benevolent or fraternal benefit society or order from

carrying on a life insurance business shall be computed on the
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assumption that it had no income or loss from any other

sources. R.S.O. 1970, c. 91 s. 5 (44).

(5) Where it is necessary for the purpose of this section ^P^^^'^J^e'

to ascertain the taxable income of a corporation for a period

that is a part of a fiscal year, the taxable income for the

period shall be deemed to be the proportion of the taxable income

for the fiscal year that the number of days in the period is of

the number of days in the fiscal year. R.S.O. 1970, c. 91,

s. 5 (45).

(6) For the purpose of clause e of subsection 1, n^To'^hlw^'^
acquired
control of

(a) a corporation is controlled by another corporation another

if more than 50 per cent of its issued share capital,
*^°'^°'^*

having full voting rights under all circumstances,

belongs to,

(i) the other corporation, or

(ii) the other corporation and persons with whom
the other corporation does not deal at arm's

length,

but the corporation shall be deemed not to have
acquired control of another corporation if it has not

purchased, or otherwise acquired for a consideration,

any of the shares in the capital stock of that other

corporation

;

(6) there shall be included in computing a corporation's CMfts

income all gifts received by the corporation other than,

(i) a gift received subject to a trust or direction

that the property given, or property substi-

tuted therefor, is to be held permanently by the

corporation for the purpose of gaining or

producing income therefrom, or

(ii) a gift or a portion of a gift in respect of which
it is established that the donor has not been
allowed a deduction under clause a of sub-

section 1 of section 98 or a gift made by a

person who was not taxable under section 2

of the Income Tax Act (Canada) for the fiscal ^^^"U
year in which the gift was made. R.S.O. 1970,

c. 91, s. 5 (46).

(7) For the purpose of clause g of subsection 1,
^**®'"

(a) a corporation is controlled by another corporation if

more than 50 per cent of its issued share capital,
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having full voting rights under all circumstances,

belongs to,

(i) the other corporation, or

(ii) the other corporation and persons with whom
the other corporation does not deal at arm's

length,

but a corporation shall be deemed not to have
acquired control of a corporation if it has not pur-

chased, or otherwise acquired for a consideration, any
of the shares in the capital stock of that corporation

;

and

(b) there shall be included in computing a corporation's

income all gifts received by the corporation and all

amounts contributed to the corporation to be used
for scientific research. R.S.O. 1970, c. 91, s. 5 (47).

RolM (8) In computing the income of a corporation for the purpose
of determining whether it is described by clause ^ or g of

subsection 1 for a fiscal year.

(«) there may be deducted an amount not exceeding its

income for the year preceding the fiscal year com-
puted without including or deducting any amount
under this subsection ; and

Election by
charitable
corporation

{b) there shall be included any amount that has been
deducted under this subsection for the immediately
preceding fiscal year. R.S.O. 1970, c. 91, s. 5 (48).

(9) For the purpose of determining whether a corporation

has complied with the requirements of subclause iii of clause

e of subsection 1 or subclause ii of clause g of subsection 1 for

its first fiscal year after its incorporation, the whole or any part

of amounts expended by it in the immediately subsequent
fiscal year shall, if it so elects, be deemed to have been
expended by it in the first fiscal year and not in the sub-

sequent fiscal year. R.S.O. 1970, c. 91, s. 5 (49).

PART III

LdabUity
for capital
tax

Division A

—

liability for capital tax

123. Except as otherwise provided in this Part, every

corporation that is liable to the taxes imposed under this

I
Act shall pay a capital tax as hereinafter required,
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(a) in the case of a corporation to which subsection 1 of

section 2 applies, upon its taxable paid-up capital

determined in accordance with Division B of this Part

;

and

(b) in the case of a corporation to which clause a or 6

of subsection 2 or 3 of section 2 applies, upon its

taxable paid-up capital employed in Canada deter-

mined in accordance with Division C of this Part.

R.S.O. 1970, c. 91, s. 4 (1), amended.

124. Except as provided in section 125, the taxable paid-up Taxable

capital of a corporation shall be measured as at the close of the capital

fiscal year for which the tax imposed by section 123 is levied

and is its taxable paid-up capital determined under Division

B of this Part. R.S.O. 1970, c. 91, s. 69.

125. Notwithstanding section 124, the taxable paid-up ^<^®'"

capital of a corporation that is liable to the taxes imposed
under this Act by virtue of clause a or 6 of subsection 2 or 3 of

section 2, referred to in this Part as "taxable paid-up capital

employed in Canada", shall be measured as at the close of the

fiscal year for which the tax imposed by section 123 is levied

and is its taxable paid-up capital employed in Canada deter-

mined under Division C of this Part. R.S.O. 1970,c.91,s.6(17).

Division B—computation
of taxable paid-up capital

126. The paid-up capital of a corporation for a fiscal yearWorw

is its paid-up capital as it stood at the close of the fiscal year capital

and includes,

(a) the paid-up capital stock of the corporation

;

{h) its earned, capital and any other surplus

;

(c) all its reserves, whether created from income or

otherwise, except any reserve the creation of which
is allowed as a charge against income under the pro-

visions of Part II, except clause p of subsection 1 ol

section 24 thereof;

{d) all sums or credits advanced or loaned to the corpora-

tion by its shareholders directly or indirectly or by any
other corporation, excluding such sums or credits of

a non-capital nature advanced or loaned to the

corporation by a bank ; and

{e) all its indebtedness, whether assumed or undertaken
by it, represented by bonds, bond mortgages, de-
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bentures, income bonds, income debentures, mort-
gages, lien notes and any other securities to which the

property of the corporation or any of it is subject.

R.S.O. 1970, c. 91, s. 70, amended.

from w?d-u 127.— ( 1 ) For the purpose of computing the taxable paid-up
capital capital of a corporation for a fiscal year, there may be deducted

from its paid-up capital as at the close of the fiscal year

such of the following amounts as are applicable,

Goodwill the amount of the goodwill or other intangible thing

included as an asset to the extent that such goodwill

or other intangible thing in the opinion of the Minister

has no value, but this deduction applies to no more than
50 per cent of the book value of such goodwill or other

intangible thing;

Discount on
shares

R.S.0. 1970,
C.89

(6) the amount of the discount allowed on the sale of the

shares of a corporation to which Part IV of The
Corporations Act applies

;

Investments
(c) the amount that equals that proportion of the paid-up

capital remaining after the deduction of the amounts
provided by clauses a and h which the cost of the

investments made by the corporation in the shares

and bonds of other corporations, in loans and ad-

vances to other corporations and in the bonds,

debentures and other securities of any government,

municipal or school corporation bears to the total

assets of the corporation remaining after the deduc-

tions of the amounts provided by clauses a and h, but

cash on deposit with any corporation doing the business
of a savings bank and amounts due by a corporation

with its head office outside Canada to a subsidiary

controlled corporation or a subsidiary wholly-owned
corporation taxable under this Part shall be deemed
not to be loans and advances to other corporations;

Capital
heMin
mining

R.S.0. 1970,
C.275

{d) in the case of a corporation engaged in mining, the

amount that equals that proportion of the paid-up

capital remaining after the deduction of the amounts
provided by clauses a, h and c which the total of,

(i) the amount held or used in the survey for

exploration and development of minerals,

(ii) the amount invested in the mine as defined by
The Mining Tax Act,
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(iii) the amount invested in the plant and works

necessary to and forming part of such mine,

and

(iv) the amount invested in the plant and works
necessary for the refinement of the ore taken

from the mine,

bears to the total assets remaining after the deduc-

tion of the amounts provided by clauses a, b and c.

R.S.O. 1970,c. 91,s. 71 (1).

(2) For the purpose of this Part, "any other surplus",
J^^®^"*®-

'total assets" and "cost of investments" includes any amount,

(a) by which any asset of a corporation is carried in its

books of account or on its balance sheet in excess of

the cost thereof

;

(6) by which the value of an asset of a corporation has been

written down and deducted from its income or un-

divided profits where such amount is not deductible

under Part II;

(c) the original cost of any asset to which subclause ii,

iii or iv of clause d of subsection 1 applies,

and excludes any amount, , ^\

(d) by which the value of an asset of a corporation has
; P ^

been written down and deducted from its income or i>^ •
undivided profits where such amount is deductible '^ ^
under the provisions of Part II except clause p of -f^
subsection 1 of section 24 thereof. R.S.O. 1970,

c. 91, s. 71 (2), amended.

(3) In computing taxable paid-up capital or taxable paid-up ^ansaJtion
capital employed in Canada, as the case may be, no reduction

may be made with respect to any transaction that, if per-

mitted, would unduly or artificially reduce the taxable paid-

up capital or taxable paid-up capital employed in Canada, as

the case may be. New.

Division C—computation of taxable paid-up

capital employed in canada of non-resident

128. Notwithstanding section 126, the paid-up capital ^a^^^-^^

employed in Canada of a corporation that is liable to the employed

taxes imposed under this Act by virtue of clause a or 6 of of non-

subsection 2 or 3 of section 2, shall be deemed to be either,
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\^'

(a) the amount of which its taxable income earned in

Canada determined for the purposes of this Act
would be 8 per cent ; or

{h) the amount by which,

(i) the amount of the total assets of the corporation

in Canada exceeds,

(ii) the amount of the indebtedness of the corpora-

tion relating to its permanent establishments

in Canada but excluding therefrom all amounts
that are advanced or loaned to its permanent

establishments in Canada by the corporation

itself or by any other corporation or its share-

holders directly or indirectly excluding such

amounts of a non-capital nature advanced or

loaned to the corporation by a bank, and all

other indebtedness that is representedbybonds

,

bond mortgages, debentures, income bonds,

income debentures, mortgages, lien notes and
any other securities to which the property in

Canada or any of it is subject,

whichever is greater and in such case, this section shall apply

as though,

(c) the corporation had no permanent establishment

outside Canada;

{d) the paid-up capital employed in Canada as so deter-

mined were the total paid-up capital of the corpora-

tion; and

{e) the taxable paid-up capital employed in Canada were
allocated among the provinces and territories of

Canada cis prescribed by the regulations. R.S.O.

1970, c. 91, s. 6 (17), amended.

Taxable
paid-up
capital
employed
in Caiuula

Idem

120. The taxable paid-up capital employed in Canada of a

corporation to which this Division applies is its paid-up

capital employed in Canada determined under section 128

minus the aggregate of such of the deductions permitted under

section 1 27 as may reasonably be considered wholly applicable

on the assumption that the only assets of the corporation

were assets pertaining exclusively to its permanent establish-

ments in Canada. R.S.O. 1970, c. 91, s. 6 (17), amended.

130. In computing the paid-up capital employed in Canada
of a corporation for the purpose of this Part there shall not be

included the amount of the paid-up capital invested in a ship
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or aircraft operated by such corporation in Canada if such

corporation is entitled, in computing its income for a fiscal year,

to exclude the income for a fiscal year earned in Canada from
the operation of such ship or aircraft under clause c of

subsection 1 of section 75. R.S.O. 1970, c. 91 , s. 71 (3)

.

Division D—computation
of capital tax payable

131. The tax payable by a corporation under this Part upon ^n|rai
its taxable paid-up capital or taxable paid-up capital employed capital tax

in Canada, as the case may be, in this section referred to as

the "amount taxable", is one-tenth of 1 per cent of the

amount taxable. R.S.O. 1970, c. 91, s. 6 (1).

132. There may be deducted from the tax otherwise payable
ft.om*tax°

under this Part by a corporation for a fiscal year an amount o°
?fif

'"^

equal to one-tenth of 1 per cent of that portion of the taxable

paid-up capital or taxable paid-up capital employed in

Canada, as the case may be, which is deemed to be used by the

corporation in the fiscal year in each jurisdiction outside

Ontario determined under rules prescribed by the regulations.

R.S.O. 1970,c. 91,s. 6(4).

133. Notwithstanding section 132, and except as provided in {J*°^™"™
subsection 1 of section 135, the tax payable under this Part

shall in no case be less than $50. R.S.O. 1970, c. 91, s. 6 (2).

134. The tax imposed by this Part is not payable by any Exemptions

corporation that is liable to a tax under section 138, 139,

140, 141, 142 or 143 or by any corporation that is hable

to the taxes imposed under this Act by virtue only of clause

c of subsection 2 or 3 of section 2. R.S.O. 1970, c. 91, s. 6 (3).

135,—(1) Except as provided in subsection 1 of section 30 1'^®'"

every corporation referred to in clauses 6, c, d, e, f, g, h, i,

k, I and m of subsection 1 of section 122 shall, in lieu of the

taxes payable under section 131 or 133 pay a tax of $5.

R.S.O. 1970, c. 91, s. 6 (18), amended.

(2) Every corporation referred to in clause j of subsection 1
^^®'"

of section 122 and every corporation referred to in section 114

shall, in lieu of the tax payable under section 131 or lv33,

pay a tax of $50. R.S.O. 1970, c. 91, s. 6 (19), amended.

136. Where a corporation has a fiscal year of less than 365^60^5°°'
days, the tax otherwise payable by it under this Part shall be°*P**^*^ ^'^^

in the proportion thereof that the number of days of such
fiscal year bears to 365, except that this section does not

apply.
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Idem

{a) to any corp)oration to which section 133 or 135

applies ; or

(6) to any corporation the fiscal year of which does not

end on the same date each year, but that has been
accepted for purposes of assessment under this Act.

R.S.O. 1970, c. 91, s. 7.

137. Where the exemption under section 122 applies to a

part of a fiscal year only, the provisions of subsections 1 and 2

of section 135 do not apply, and in any such case the tax

otherwise payable under this Part shall be in the proportion

thereof that the number of days of the fiscal year for which
the exemption under subsection 1 of section 122 does not

apply, bears to 365, except that the tax payable under this

Part as reduced by this section shall in no case be less

than $50. New.

PART IV

LIABILITY FOR SPECIAL TAXES

Banks,
taxes on
paid-up
capital

138.
pay,

[1) Every bank shall for every fiscal year thereof

(a) a tax of one-fifth of 1 per cent of the paid-up

capital stock thereof and one-tenth of 1 per cent

on the reserve fund and undivided profits thereof

;

(b) an additional tax of $3,000 for the principal office

in Ontario and $200 for each additional office,

branch or agency in Ontario, but in the case of such

additional offices, branches and agencies that were

open during the fiscal year fewer than 250 days, one

tax of $200 shall apply for each 250 days or fraction

thereof that such offices, branches and agencies were

open. R.S.O. 1970, c. 91, s. 8 (1).

i^cemdn (^) Where the head office of a bank is outside Ontario and
cases where it has not more than five offices, branches and agencies

in Ontario, the Minister, having regard to the amount of

business transacted in Ontario, may reduce the amount of tax

imposed by clause a of subsection 1 , but such tax shall in no
case be less than one-tenth of 1 per cent calculated on one-

half of the paid-up capital stock. R.S.O. 1970, c. 91, s. 8 (2).

Railways,
mileage tax 139.—(1) Every corporation that operates or uses a railway

shall for every fiscal year thereof pay a tax of $60 per mile

for one track, and, where the line consists of two or more
tracks, of $40 per mile for each additional track, operated
or used in any municipality in Ontario, and of $40 per mile
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for one track, and, where the line consists of two or more
tracks, of $20 per mile for each additional track, in territory

without municipal organization in Ontario, but a corporation

that operates or uses a railway that, either by itself or in

conjunction with any other railway leased by it or to which it

is leased or with which it is amalgamated or together with

which it forms one system, does not exceed 150 miles in length

from terminal to terminal, whether or not one or both of

such terminals are outside Ontario, shall, in lieu of such

tax, pay a tax of $15 per mile for one track in Ontario, and
where the line consists of two or more tracks, of $5 per mile

for each additional track in Ontario, and, where the railway

or system does not exceed thirty miles in length between
such terminals, a tax of $10 per mile for one track in Ontario

and, where the line consists of two or more tracks, of $5 per

mile for each additional track in Ontario. R.S.O. 1970, c. 91,

s.9(l).

(2) In addition to the tax imposed by subsection 1, every Additional

corporation that operates or uses a railway that, either by
itself or in conjunction with any other railway leased by it

or to which it is leased or with which it is amalgamated or

together with which it forms one system, exceeds 150 miles in

length from terminal to terminal, whether or not one or both

of such terminals are outside Ontario, shall for every fiscal

year of the corporation pay a tax of $25 per mile for one

track in Ontario, and, where the line consists of two or more
tracks, of $20 per mile for each additional track in Ontario.

R.S.O. 1970, c. 91, s. 9 (2).

(3) Switches, spurs and sidings shall not be included in the f^^*^nottobe
measurement of track for the purposes of this section. R.S.O. included

1970, c. 91, s. 9 (3).

140. Every corporation that owns, operates or uses a line^e^gTaj*

or a part of a line of telegraph in Ontario for gain, including special tax

every corporation that owns, of)erates or uses a railway, shall

for every fiscal year of the corporation pay a tax of 1 per

cent upon the total amount of money invested by the corporation

in such line or part thereof and the plant and works connected

therewith; provided that a corporation that owns and a

corporation that of)erates and uses any such line or part

thereof are liable jointly and severally for the payment of

such tax, but the total amount payable in respect of such hne
or part thereof and the works and plant connected therewith

shall not exceed the total amount of tax imposed under this

section, notwithstanding that the line or part thereof is owned,
op>erated or used by more than one corporation. R.S.O.

1970, c. 91, s. 10.
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Express
companies,
special tax

141. Every corporation that carries on the business of an
express company over a railway in Ontario, including a cor-

poration that owns, operates or uses a railway, shall for every

fiscal year of the corporation pay a tax of $800 for each 100

miles or fraction thereof up to but not exceeding a tax of

$10,000. R.S.O. 1970, c. 91, s. 11.

Car
companies,
special tax

142. Every corporation, except a corporation that owns,

operates or uses a railway, that transacts in Ontario the

business of of)erating, leasing or hiring sleeping or parlour

or dining cars run upon or used upon any railway in Ontario,

shall, for every fiscal year of the corporation, pay a tax of

1 per cent calculated upon the money invested in such cars in

use in Ontario. R.S.O. 1970, c. 91, s. 12.

Insurance
companies

%"3
Idem

R.S.0. 1970,
0.224

Premiums
In respect of
business
transacted
in Ontario

143.—(1) Every insurance corporation shall pay a tax of 2

per cent calculated on the gross premiums that become payable

to the corporation or its agent or agents during the fiscal

year in respect of business transacted in Ontario, other than

premiums in respect of re-insurance ceded to the corporation

by other insurance corporations and considerations for

annuities, after deducting from such premiums,

(a) cash value of dividends credited to policyholders

;

(b) premiums returned. R.S.O. 1970, c. 91, s. 13 (1).

(2) In addition to the tax payable under subsection 1, every

corporation transacting business as an insurer for property

insurance within the meaning of The Insurance Act and the

regulations made thereunder shall pay a tax of one-half

of 1 per cent calculated on the gross premiums that become
payable to the corporation or its agent or agents during the

fiscal year in respect of such business transacted in Ontario

other than premiums in respect of re-insurance ceded to the

corporation by other insurers after deducting from such

premiums,

{a) cash value of dividends credited to policyholders;

(6) premiums returned. New.

(3) In determining the amount of taxes payable under sub-

sections 1 and 2,

(a) every life insurance premium that becomes payable

at the time the person insured is a resident of

Ontario ; and

(6) every other premium that by the terms of the

policy or renewal thereof becomes payable in respect
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of insurance of a person resident or property situate

in Ontario at the time such premium becomes
payable whether or not,

(i) such premium is earned wholly or partly in

Ontario,

(ii) the business in respect of the policy is

transacted wholly or partly in Ontario, or

(iii) the payment of such premium is made wholly

or partly in Ontario,

shall be deemed to be a premium payable in respect of

business transacted in Ontario. R.S.O. 1970, c. 91, s. 13 (2).

(4) The tax imposed by subsection 1 is not payable in Exemptions

respect of premiums payable under a contract of marine
insurance or by,

(a) mutual insurance corporations insuring agricultural

and other non-hazardous risks on the premium note

plan, the sole business of which is carried on in

Ontario

;

(6) fraternal societies and mutual benefit societies as

defined in The Insurance Ad ; or c'.'ii?'

^^^'

(c) pension fund and employees' mutual benefit societies

incorporated under or subject to The Corporations ^^^'^^'^^'

Act. R.S.O. 1970, c. 91, s. 13(3).

(5) In this section, "marine insurance" means insurance J^^^^j.^^^^

against marine losses, that is to say, the losses incident to

marine adventure, and may by the express terms of a contract

or by usage of trade extend so as to protect the insured against

losses on inland waters or by land or air which are incidental

to any sea voyage. R.S.O. 1970, c. 91 , s. 13 (4).

(6) Where it is established to the satisfaction of the
criSination

Lieutenant Governor in Council that any jurisdiction dis-

criminates unfairly by imposing taxes, fees and other monetary
obligations on any insurance corporation or any particular

class of insurance corporations organized under the laws of

Canada or of Ontario and having their principal offices in

Ontario that in the aggregate are in excess of comparable
taxes, fees and monetary obligations imposed on any similar

corporation or class of corporations organized under the laws
of such jurisdiction, the Lieutenant Governor in Council

may direct that any corporation or any class of corporations
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organized under the laws of such jurisdiction and that

transacts business in Ontario shall pay, in addition to the

tax otherwise imposed by this section, a tax not exceeding the

equivalent of such excess, and such additional tax is recoverable

in the same manner as any other tax imposed by this Act.

R.S.O. 1970, c. 91. s. 13(5).

Fiscal year
(7) For the purposes of this Act, the fiscal year of every

insurance corporation shall be deemed to end on the 31st day
of December. R.S.O. 1970, c. 91, s. 13 (6).

Idem 144. Where a corporation has a fiscal year of less than 365
days the tax otherwise payable by it under this Part shall be in

the proportion thereof that the number of days of such fiscal

year bears to 365, except that this section does not apply to any
corporation to which the provisions of section 143 applies.

R.S.O. 1970,c. 91,s. 7.

PART V

RETURNS, PAYMENTS, ASSESSMENTS AND APPEALS

Division A

—

returns

Annual
return

145.—(1) Every corporation on which a tax is imposed by
this Act shall, on or before the last day of the month that ends

six months following the close of its fiscal year, without

notice or demand, and every corporation on which a tax is or

is not imposed by this Act shall, u|X)n receipt of a notice or

demand in writing from the Minister or from any officer of

the Ministry of Revenue authorized by the Minister to make
such demand, deliver to the Minister such return as is required

for the purpose of carrying out the provisions of this Act.

R.S.O. 1970,c. 91,5.73(1).

of*retm^n8°° (^) ^^^ retum shall contain an estimate of the respective

taxes payable and shall be verified by a certificate certifying

that the financial statements included in the return or attached

thereto are in agreement with the books of the corporation,

and such certificate shall be signed by the president or some
other officer having personal knowledge of the affairs of the

corporation and, in the case of an extra-provincial corporation,

by the manager or chief agent of the corporation in Ontario

or by such other person or persons connected with the cor-

poration as the Minister requires. R.S.O. 1970, c. 91 , s. 73 (2).

Penalty
for default 146.—(1) Every corporation that fails to deliver a return

as and when required by subsection 1 of section 145 shall

pay a penalty of,
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{a) an amount equal to 5 per cent of the tax that was
unpaid when the return was required to be dehvered,

if the tax payable by the corporation for the fiscal

year that was unpaid at that time was less than

$10,000; and

{b) $500, if at the time the return was required to be

delivered tax payable by the corporation equal to

$10,000 or more was unpaid.

(2) Every corporation that fails to complete the information comniete"
required on the return to be delivered under subsection 1 of return

section 145 is liable to a penalty of 1 per cent of the taxes

payable by it under this Act, but such penalty shall not in

any case be less than $20 or more than $100. R.S.O. 1970,

c. 91, s. 74 (2).

(3) Every person who has, False
statements

(a) made, or participated in, assented to or acquiesced in

the making of, false or deceptive statements in a

return, certificate, statement or answer delivered or

made as required by or under this Act or the regu-

lations
;

(6) to evade payment of a tax imposed by this Act,

destroyed, altered, mutilated, secreted or otherwise

disposed of the records or books of account of a

corporation

;

(c) made, or assented to or acquiesced in the making of,

false or deceptive entries, or omitted, or assented to

or acquiesced in the omission, to enter a material

particular, in records or books of account of a

corporation

;

(d) wilfully in any manner evaded or attempted to evade
compliance with this Act or payment of taxes

imposed by this Act ; or

{e) conspired with any person to commit an offence

described by clauses a to d,

is guilty of an offence and, in addition to any penalty other-

wise provided by this Act, is liable on summary conviction to

a fine of not less than $25 and not more than $10,000 plus,

in an appropriate case, an amount of not more than double
the amount of the tax that should have been shown to be
payable or that was sought to be evaded, or to imprisonment
for a term of not more than two years, or to both fmc and
imprisonment. R.S.O. 1970, c. 91 , s. 74 (3).
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statements
or omissions
In return

(4) Where a person, acting or purporting to act on behalf of

a corporation, knowingly or under circumstances amounting to

gross negligence in the carrjring out of any duty or obligation

imposed by or under this Act has made, or has participated in,

assented to or acquiesced in the making of, a statement or

omission in a return, certificate, statement or answer filed or

made as required by or under this Act or the regulations, as a

result of which the tax that would have been payable by
the corporation for a fiscal year, if the tax had been assessed

on the basis of the information provided in the return,

certificate, statement or answer, is less than the tax payable
by the corporation for the fiscal year, the corporation is liable

to a penalty of 25 per cent of the amount by which the tax

that would so have been payable is less than the tax payable

by the corporation for the fiscal year. R.S.O. 1970, c. 91,

s. 74 (4).

Extended
time for
making
returns

147. The Minister may enlarge the time for making any
return before or after the time for making it. R.S.O. 1970,

c. 91, s. 75.

Division B— payments

Taxes,
when to
accrue

148.—(1) The taxes imposed by this Act shall be deemed to

accrue proportionately as the days of each fiscal year for

which such taxes are imposed pass. R.S.O. 1970, c. 91, s. 76(1).

Dates of
payment (2) Every corporation on which a tax is imposed by this

Act shall pay to the Treasurer of Ontario,

(a) on or before the fifteenth day of each of the fifth,

eighth and eleventh months of the fiscal year in

respect of which the tax is payable and on or before

the fifteenth day of the second month of the fiscal

year following that in respect of which the tax is

payable, an instalment equal to one-quarter of the

tax payable as estimated by it at the rates for the

fiscal year on,

(i) its estimated taxable income and other subject

of tax for the fiscal year, or

(ii) its taxable income and other subject of tax

for the immediately preceding fiscal year ; and

(6) on or before the last day on which a return is re-

quired to be delivered under subsection 1 of section

145, the balance, if any, of the tax payable as esti-

mated by it on the return for the fiscal year. R.S.O.

1970, c. 91, s. 76 (2).
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(3) Notwithstanding subsection 2, every corporation onOat^^of^

which a tax is imposed by this Act, the fiscal year of which
commenced after the 15th day of March, 1969, shall pay to

the Treasurer of Ontario,

(a) on or before the fifteenth day of each of the third,

fifth, seventh, ninth and eleventh months of the

fiscal year in respect of which the tax is payable

and on or before the fifteenth day of the first month
of the fiscal year following that in respect of which the

tax is payable, an instalment equal to one-sixth of the

tax payable as estimated by it at the rates for the

fiscal year on,

(i) its estimated taxable income and other sub-

ject of tax for the fiscal year, or

(ii) its taxable income and other subject of tax

for the immediately preceding fiscal year ; and

(b) on or before the last day on which a return is

required to be delivered under subsection 1 of

section 145, the balance, if any, of the tax payable

as estimated by it on the return for the fiscal year.

R.S.O. 1970. c. 91, s. 76 (3).

(4) Notwithstanding subsections 2 and 3 and subject to|j[^g^g^*^

subsection 5 of section 149, where for the purposes of this

section any corporation estimates the amount of tax payable

for a fiscal year to be less than $300, the corporation may,
instead of paying the instalments required by subsection 2 or

3, pay such tax on or before the fifteenth day of the first

month of the fiscal year following that in respect of which
the tax is payable. R.S.O. 1970, c. 91 , s. 76 (4).

140.—(
1 ) Where the amount paid on account of tax payable

on^^un^paid

by a corporation for a fiscal year before the expiration of the tax

time allowed for delivering of the return of the corporation under
section 145 is less than the amount of tax payable for the

fiscal year, the corporation liable to pay the tax shall pay
interest on the difference between those two amounts from the

expiration of the time for delivering the return to the date of

payment at such rate as is prescribed by the regulations.

R.S.O. 1970, c. 91, s. 77 (1).

(2) Where a corporation is required by subsection 2, 3 or

4 of section 148 to pay all or a part or instalment of tax

and it has failed to pay all or any part thereof as required,

the corporation, in addition to the interest payable under
subsection 1, shall pay interest, at such rate as is prescribed

215
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Idem

by the regulations, on the amount it failed to pay from the day
on or before which it was required to make the payment to the

day of payment or the beginning of the period in respect of

which it becomes liable to pay interest thereon under subsection

1, whichever is earlier. R.S.O. 1970, c. 91, s. 77 (2).

(3) Where the Minister has reassessed the tax payable for

a fiscal year under subsection 4 of section 150 and the tax

payable is greater than the tax previously assessed for that

fiscal year, the interest payable under subsection 2 and the

penalty under subsection 1 of section 146 shall be assessed in

accordance with the provisions of subsection 1 of section 150

provided,

(a) that the provisions of this subsection shall not apply

where subsection 3 or 4 of section 146 apply; and

(b) the provisions of this subsection shall apply only with

respect to instalments of tax due and payable before

the thirtieth day following the date of such reassess-

ment. New.

Effect of
carry-back
of loss

Interest
on unpaid
tax

(4) Where a corporation is entitled to deduct under sub-

section 1 of section 99 in computing its taxable income for a

taxation year an amount in respect of a loss sustained in the

fiscal year immediately following the taxation year, herein-

after in this subsection referred to as "the loss year", for the

purpose of computing interest and penalty interest under this

section on tax or a part or instalment of tax for the taxation year

for any portion of the period in respect of which the interest is

payable on or before the last day of the loss year, the tax

payable for the taxation year shall be deemed to be the amount
that it would have been if the corporation were not entitled to

deduct an amount under subsection 1 of section 99 in respect

of that loss. R.S.O. 1970. c. 91, s. 77 (3).

(5) For the purposes of calculating interest under sub-

section 2, where a corporation is required to pay a part or

instalment of tax for a fiscal year as estimated by it on its

taxable income and other subject of tax for a preceding fiscal

year or on its estimated taxable income and other subject of

tax for the fiscal year, it shall be deemed to have been Uable

to pay a part or instalment computed by reference to the

taxable income and other subject of tax for,

(a) the preceding fiscal year ; or

(b) the fiscal year,

whichever is the lesser. R.S.O. 1970, c. 91, s. 77 (4).
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Division C—assessments

160.—(1) The Minister shall with all due despatch examine of^rltv^ns^*

each return delivered under section 145 and assess the tax for

the fiscal year and the interest and penalties if any payable.

R.S.O. 1970. c. 91, s. 78 (1).

(2) After examination of a return, the Minister shall send, ^g°^*g^g®jj^°^^j.

by mail or by registered mail or deliver by personal service a

notice of assessment to the corporation that delivered the

return. R.S.O. 1970, c. 91, s. 78 (2).

(3) Liability for tax imposed by this Act is not affected by o^uabufty"^
an incorrect or incomplete assessment or by the fact that no for tax

assessment has been made. R.S.O. 1970, c. 91, s. 78 (3).

(4) The Minister may at any time assess tax, interest or ^^^^j.^®^^'

penalties, or notify in writing any person by whom a return

of income or other subject of tcix for a fiscal year has been

filed that no tax is payable for the fiscal year, and may,

(a) at any time, if the corporation or person filing the

return,

(i) has made any misrepresentation or committed
any fraud in filing the return or supplying any
information under this Act, or

(ii) has failed to file financial statements with the

return required to be filed under section 145, or

(iii) has been negligent in supplying any informa-

tion under this Act, or

(iv) has filed with the Minister a waiver in a

prescribed form within six years from the day
of mailing of a notice of an original assessment

or of a notification that no tax is payable for

a fiscal year, or

(v) has claimed a deduction under clause u of

subsection 1 of section 24 ; and

(6) within six years from the day referred to in sub-

clause iv of clause a, in any other case,

reassess or make additional assessments or assess tax, interest

or penalties, as the circumstances require. R.S.O. 1970, c. 91

,

s. 78 (4).

215



242

Idem
(5) Where a corporation has dehvered the return required by

section 145 for a fiscal year and, within one year from the

day on or before it was required by section 145 to deliver a

return for that fiscal year, has filed an amended return for

the fiscal year claiming a deduction from income under sub-

jsection 1 of section 99 in respect of a loss sustained in the

(fiscal year immediately following that fiscal year, the Minister

shall reassess the tax payable by the corporation for that

fiscal year. R.S.O. 1970, c. 91, s. 78 (5).

Minister
not bound
by returns

(6) The Minister is not bound by a return or information

delivered by or on behalf of a corporation and may, notwith-

standing a return or information so delivered or if no return

or information has been delivered, assess the tax payable under

this Act. R.S.O. 1970. c. 91, s. 78 (6).

Assessment
valid and
binding

(7) An assessment, subject to being varied or vacated on
an objection or appeal and subject to a reassessment, shall be

deemed to be valid and binding notwithstanding any error,

defect or omission therein or in any proceeding under this

Act relating thereto. R.S.O. 1970, c. 91, s. 78 (7).

Payment of
assessment

151.—(1) Every corporation shall within thirty days from

the day of mailing of the notice of assessment pay any part of

the assessed tax, interest and penalties then remaining unpaid,

whether or not an objection to or appeal from the assessment
is outstanding. R.S.O. 1970, c. 91, s. 79 (1).

Idem
(2) Where in the opinion of the Minister a corporation is

attempting to avoid payment of a tax imposed by this Act
or where the Minister has assessed the tax payable under this

Act pursuant to subsection 6 of section 150, he may, notwith-

standing subsection 2 of section 150, serve the notice of

assessment upon the corporation or the president, manager,

secretary or any director, agent or representative thereof and
direct that all taxes, penalties and interest as set out therein

shall be paid forthwith. R.S.O. 1970, c. 91, s. 79 (2).

Division D—refunds of overpayments

Refunds 152.— (1) If the return required to be delivered by a cor-

poration under section 145 for a fiscal year has been delivered

within four years from the end of that fiscal year, the Minister,

(a) may, upon mailing the notice of assessment for the

fiscal year, refund without application therefor any

overpayment made on account of the tax payable for

the fiscal year; and
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(6) shall make such a refund after maihng the notice of

assessment if application therefor has been made in

writing by the corporation within four years from

the day on which the overpayment was made or the

day on which the notice of assessment was mailed.

R.S.O. 1970. c. 91. s. 80 (1).

(2) Instead of making a refund that might otherwise be fj'Sher"""

made under this section, the Minister may, where the cor- '*^®^

poration is liable or about to become liable to make another

payment under this Act, apply the amount of the overpayment
to that other liability and notify the corporation of such action.

R.S.O. 1970,c. 91,s. 80(2).

(3) Where an amount in respect of an overpayment is
ovg®-^^^

°°

refunded or applied under this section on other liability, payments

interest at such rate as is prescribed by the regulations

shall be paid or applied thereon for the period commencing
with the latest of,

(a) the day on which the overpayment arose

;

(6) the day on or before which the return of the

corporation in respect of which the overpayment arose

was required by section 145 to be delivered; or

(c) the day on which the return of the corporation in

respect of which the overpayment arose was delivered,

and ending with the day of refunding or appHcation aforesaid,

unless the amount of the interest so calculated is less than

$1, in which event no interest shall be paid or applied under

this subsection. R.S.O. 1970, c. 91. s. 80 (3).

(4) Where by a decision of the Minister under section 154^^®"*

or by a decision of a court it is finally determined that the

tax payable under this Act by a corporation for a fiscal year

is less than the amount assessed by the assessment under

section 1 50 to which obj ection wasmade or from which the appeal

was taken and the decision makes it appear that there has been
an overpayment for the fiscal year, the interest payable under

subsection 3 on that overpayment shall be computed at such

rate as is prescribed by the regulations. R.S.O. 1970, c. 91,

s. 80 (4).

(5) Where an amount has been paid with respect to the '^®'"

provisions of section 167 and the tax payable under this Act for

the fiscal year as finally determined is less than the payment,
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the interest payable on that overpayment shall, notwithstand-

ing subsection 3, be computed at such rate as is prescribed

for the purpose of subsection 4 as though the day on which the

overpayment arose is the day upon which the payment was
made. New.

Interpre-
tation (6) Except as provided in subsection 5, for the purpose of

this section, "overpayment" means the aggregate of all

amounts paid on account of tax payable for a fiscal year

minus all amounts payable under this Act or an amount so

paid where no amount is so payable. R.S.O. 1970, c. 91,

s. 80 (5).

Effect of
carry-back
of loss

(7) Where a corporation is entitled to deduct under

subsection 1 of section 99 in computing its taxable income

for a taxation year an amount in respect of a loss sustained

in the fiscal year immediately following the taxation year,

hereinafter in this subsection referred to as "the loss year",

and the amount of the tax payable for the taxation year

is relevant in determining an overpayment for the purpose of

computing interest under subsection 3 for any portion of a

period ending on or before the last day of the loss year, the

tax payable for the taxation year shall be deemed to be the

amount that it would have been if the corporation were not

entitled to deduct an amount under subsection 1 of section

99 in respect of that loss. R.S.O. 1970, c. 91, s. 80 (6).

Credit
interest on
overpaid
instalments

153.— (1) Where instalments of tax as required by
subsection 3 of section 148 are overpaid at any time prior

to the day the return of the corporation in respect of which

the overpaid instalments occurred was required by section 145

to be delivered or the day on which a refund was made upon
assessment where such assessment is made before the day the

return was due to be filed, whichever is earlier, interest at

such rate as is prescribed for the purpose of subsection 3 of

section 152 shall be allowed on the overpayment to the extent

that interest has been otherwise assessed under subsection 2

of section 149 except that under no circumstances shall the

credit interest so allowed exceed the interest otherwise

assessed under that section.

Application (2) Subsection 1 does not apply with respect to any amount
to which subsection 5 of section 152 applies. New.

Division E— objections to assessment

Notice of
objection

154.— (1) A corporation that objects to an assessment

under section 150 may within ninety days from the day of

mailing of the notice of assessment serve on the Minister
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a notice of objection in duplicate in the prescribed form

setting out the reasons for the objection and all relevant facts.

R.S.O. 1970, c. 91, s. 81(1).

(2) A notice of objection under this section shall be served ^®''^°®

by being sent by registered mail addressed to the Minister.

R.S.O. 1970. c. 91, s. 81 (2).

(3) The Minister may accept a notice of objection under this^'*®'"

section notwithstanding that it was not served in duplicate or

in the manner required by subsection 2. R.S.O. 1970, c. 91,

s. 81 (3).

(4) Upon receipt of the notice of objection, the Minister ^®^°°8^<*®'"*-

shall with all due despatch reconsider the assessment and
vacate, confirm or vary the assessment or reassess and he shall

thereupon notify the corporation of his action by registered

letter. R.S.O. 1970, c. 91, s. 81 (4).

Division F—appeals

165.— ( 1 ) Where a corporation has served notice of objection Appeal

to an assessment under section 154, the corporation may appeal

to the Supreme Court to have the assessment vacated or varied

after the Minister has confirmed or reassessed, but no appeal

under this section may be instituted after the expiration of

ninety days from the day notice has been mailed to the corpora-

tion under section 154 that the Minister has confirmed the

assessment or reassessed. R.S.O. 1970, c. 91, s. 82 (1).

(2) An appeal to the Supreme Court shall be instituted ^pp®*^^'

by serving on the Minister a notice of appeal in duplicate in instituted

the prescribed form and by filing a copy thereof with the

Registrar of the Supreme Court or the local registrar of the

Supreme Court for the county or district in which the corpora-

tion appealing has its head office or other permanent
establishment. R.S.O. 1970, c. 91, s. 82 (2).

(3) A notice of appeal shall be served upon the Minister ^ouce of

by being sent by registered mail addressed to the Minister.

R.S.O. 1970,c. 91,s. 82(3).

(4) The corporation appealing shall set out in the notice
^j'^l^f^l^j'^j

of appeal a statement of the allegations of fact, the statutory

provisions and reasons that it intends to submit in supporting

its appeal. R.S.O. 1970, c. 91, s. 82 (4).
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Security
for costs (5) An app)eal by a corporation and all proceedings there-

under are, upon the expiration of sixty days from the day the

appeal is instituted, null and void unless security for the

costs of the appeal has been, within the said period, paid into

court in the sum of $400 or such other sum as the Minister

requires and, upon an appeal becoming null and void by virtue

of this subsection, no other appeal or proceedings shall be

instituted in respect of the same decision. R.S.O. 1970,

c. 91, s. 82(5).

Idem
(6) When security has been given under subsection 5,

notice thereof shall be served on the Minister specifying the

fact and the purpose of the payment. R.S.O. 1970, c. 91,

s. 82(6).

Reply to
notice of
appeal

156.—(1) The Minister shall with all due despatch serve on
the corporation appealing and file in the court a reply to the

notice of appeal admitting or denying the facts alleged and
containing a statement of such further allegations of fact and of

such statutory provisions and reasons as the Minister intends

to rely on. R.S.O. 1970, c. 91 , s. 83 (1).

Amendment
of notice of
appeal

(2) The court or a judge may in its or his discretion

strike out a notice of appeal or any part thereof for failure to

comply with subsection 4 of section 155 and may permit an

amendment to be made to a notice of appeal or a new notice

of appeal to be substituted for the one struck out. R.S.O.

1970,c. 91,s. 83(2).

Amendment
to reply (3) The court or a judge may in its or his discretion,

(a) strike out any part of a reply for failure to comply
with subsection 1 or permit the amendment of a

reply ; or

Failure to
comply

(6) strike out a reply for failure to comply with this

section and order a new reply to be filed within a time

to be fixed by the order. R.S.O. 1970, c. 91, s. 83 (3).

(4) Where a notice of appeal is struck out for failure to

comply with subsection 4 of section 155 and a new notice of appeal

is not filed as and when permitted by the court or a judge, the

court or a judge thereof may, in its or his discretion, dispose

of the appeal by dismissing it. R.S.O. 1970, c. 91, s. 83 (4).

Idem
(5) Where a reply is not filed as required by this section

or is struck out under this section and a new reply is not filed

as ordered by the court or a judge within the time ordered, the
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court may dispose of the appeal ex parte or after a hearing on
the basis that the allegations of fact contained in the notice

of appeal are true. R.S.O. 1970, c. 91, s. 83 (5).

157.—(1) Upon the filing of the material referred to in^gg^|^

sections 155 and 156 with the Registrar of the Supreme Court or ^^*^^°°

the local registrar of the Supreme Court for the county or

district in which the corporation appealing has its head office

or permanent establishment, the matter shall be deemed to be

an action in the court and, unless the court otherwise orders,

ready for hearing. R.S.O. 1970, c. 91, s. 84 (1).

(2) Any fact or statutory provision not set out in the^acts^not

notice of appeal or reply may be pleaded or referred to in such "j^y.^®

manner and upon such terms as the court directs. R.S.O.

1970,c. 91.5.84(2).

(3) The court may dispose of the appeal by,
?/l^°e^ii

(a) dismissing it

;

[h) allowing it ; or

(c) allowing it, and,

(i) vacating the assessment, i 'f>

(ii) varying the assessment.

(iii) restoring the assessment, or Jf
ir

(iv) referring the assessment back to the Minister

for reconsideration and reassessment. R.S.O.

1970,c. 91,s. 84(3).

(4) The court may in dehvering judgment disposing of an court may

appeal order payment or refund of tax, interest, penalties ormentof

costs by the corporation or the Minister, as the case may be.

R.S.O. 1970, c. 91, s. 84(4).

1 58. Proceedings under this Division shall be held in camera ^^m^^^
upon request made to the court by the corporation appealing or

by the Minister. R.S.O. 1970, c. 91 , s. 85.

159. The practice and procedure of the Supreme Court ,
Supreme

including the right of appeal and the practice and procedure practice

relating to appeals, apply to every matter deemed to be an
action under section 157 and every judgment and order given
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or made in every such action may be enforced in the same
manner and by the hke process as a judgment or order given

or made in an action commenced in the court. R.S.O. 1970,

c. 91,s. 86.

Irregularities 160. An assessment shall not be vacated or varied on appeal

by reason only of any irregularity, informality, omission or error

on the part of any person in the observation of any directory

provision of this Act. R.S.O. 1970, c. 91 , s. 87.

PART VI

ADMINISTRATION AND ENFORCEMENT

investiga- 161.— (1) Any person thereunto authorized by the Minister

for any purpose related to the administration or enforcement

of this Act may at all reasonable times enter into any premises

or place where any business is carried on or any property is

kept or anything is done in connection with any business or

any books or records are or should be kept pursuant to this

Act, and,

{a) audit or examine the books and records and any
account, voucher, letter, telegram or other document
that relates or may relate to the information that is

or should be in the books or records or the amount of

tax payable under this Act

;

(6) examine property described by an inventory or any
property, process or matter an examination of which
may, in his opinion, assist him in determining the

accuracy of an inventory or in ascertaining the in-

formation that is or should be in the books or records

or the amount of any tax payable under this Act

;

(c) require the president, manager, secretary or any
director, agent or representative of the corporation

liable to pay or considered possibly liable to pay tax

under this Act and any other person on the premises

of such corporation to give him all reasonable assist-

ance with his audit or examination and to answer all

questions relating to the audit or examination either

orally or, if he so requires, in writing, on oath or by
statutory declaration and, for that purpose, require

such person to attend at the premises or place with

him; and
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{d) if during the course of an audit or examination it

appears to him that there has been a violation of this

Act or the regulations, seize and take away any of

the records, books, accounts, vouchers, letters, tele-

grams and other documents and retain them until

they are produced in any court proceedings. R.S.O.

1970.C. 91,s. 88(1).

(2) The Minister may, for any purpose relating to the adminis- ^^^^

tration or enforcement of this Act, by registered letter or by a

demand served personally, require from any corporation or

from the president, manager, secretary, or any director, agent
or representative thereof,

(a) any information or additional information or a return

as required by section 145 or a supplementary
return ; or

{b) production, or production on oath, of any books,

letters, accounts, invoices, statements, financial or

otherwise, or other documents,

within such reasonable time as is stipulated therein. R.S.O.
1970,c. 91,s. 88(2).

(3) The Minister may, for any purpose related to the ad- idem

ministration or enforcement of this Act, by registered letter j»|f^

or by a demand served personally, require from any person, j ^J^

partnership, syndicate, trust or corporation holding or paying

or liable to pay any portion of the income of the corporation,

or from any partner, agent or official of any such person, IJNi #
partnership, syndicate, trust or corporation, production, or ^
production on oath, of any books, letters, accounts, invoices,

ll)'

statements, financial or otherwise, or other documents, within

such reasonable time as is stipulated therein. R.S.O. 1970,

c. 91, s. 88 (3).

(4) The Minister may, for any purpose related to the ad-Wem

ministration or enforcement of this Act, with the approval of

a judge of the Supreme Court, which approval the judge is

hereby empowered to give upon ex parte application, authorize

in writing any officer of the Ministry of Revenue, together

with such members of the provincial police or other peace
officers as he calls on to assist him and such other persons

as are named therein, to enter and search, if necessary by
force, any building, receptacle or place for documents, books,

records, papers or things that may afford evidence as to the

violation of any provision of this Act or the regulations and
to seize and take away any such documents, books, records,

papers or things and retain them until they are produced in

any court proceedings. R.S.O. 1970, c. 91 , s. 88 (4).
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Idem

Idem

Copiea

Compliance

W^^

Administra-
tion of
oaths

Powers of
Inquiry

1971,0.49

(5) The Minister may, by registered letter or by a demand
served personally, require the production, under oath or other-

wise, by any person, partnership, syndicate, trust or cor-

poration, or by his or its agent or officer, of any letters,

accounts, invoices, statements, financial or otherwise, books

or other documents in the possession or in the control of such

person, partnership, syndicate, trust or corporation or of his

or its agent or officer, for the purpose of determining what
tax, if any, is payable under this Act by any corporation and
production thereof shall be made within such reasonable time

as is stipulated in such registered letter or demand. R.S.O.

1970, c. 91, s. 88 (5).

(6) The Minister may, for any purpose related to the ad-

ministration or enforcement of this Act, authorize any person,

whether or not he is an officer of the Ministry of Revenue, to

make such inquiry as he deems necessary with reference to

anything relating to the administration or enforcement of this

Act. R.S.O. 1970, c. 91, s. 88 (6), amended.

(7) Where a book, record or other document has been seized,

examined or produced under this section, the person by whom
it is seized or examined or to whom it is produced or any
officer of the Ministry of Revenue may make, or cause to be

made, one or more copies thereof and a document purporting to

be certified by the Minister or a person thereunto authorized

by the Minister to be a copy made pursuant to this section is

admissible in evidence and has the same probative force as

the original document would have had if it had been proven

in the ordinary way. R.S.O. 1970, c. 91, s. 88 (7), amended.

(8) No person shall hinder or molest or interfere with any
person doing anything that he is authorized by this section

to do or prevent or attempt to prevent any person doing any
such thing and, notwithstanding any other law to the contrary,

every person shall, unless he is unable to do so, do everything

he is required by this section to do. R.S.O. 1970, c. 91 , s. 88 (8).

(9) Declarations or affidavits in connection with returns

delivered under this Act or statements of information sub-

mitted pursuant to this section may be taken before any person

having authority to administer an oath, or before any person

specially authorized for that purpose by the Lieutenant

Governor in Council, but any person so specially authorized

shall not charge any fee therefor. R.S.O. 1970, c. 91, s. 88 (9).

(10) For the purpose of an inquiry authorized under sub-

section 6, the person authorized to make the inquiry has all

the powers of a commission under Part II of The Public

Inquiries Act, 1971, which Part applies to the inquiry as if

it were an inquiry under that Act. R.S.O. 1970, c. 91,

s. 88 [10), amended.
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162.— (1) Every corporation that is required by this Act Books and

to pay taxes shall keep records and books of account, including

an annual inventory kept in the same manner as is required

for purposes of the Income Tax Act (Canada) and the regulations 19^-''^^^^^
^

made thereunder at its permanent establishment in Ontario or

at such other place as is designated by the Minister, in such

form and containing such information as will enable the taxes

payable under this Act to be determined. R.S.O. 1970

c. 91, s. 89 (1), amended.

(2) Where a corporation has failed to keep adequate ^'i®™

records and books of account for the purpose of this Act, the

Minister may require the corporation to keep such records and
books of account as he specifies and the corporation shall there-

after keep records and books of account as so required. R.S.O.

1970, c. 91, s. 89 (2).

(3) Every corporation required by this section to keep idem

records and books of account shall, until written permission

for their disposal is obtained from the Minister, retain every

such record or book of account and every account or voucher

necessary to verify the information in any such records or

books of account. R.S.O. 1970, c. 91, s. 89 (3).

163.— (1) Every corporation that has failed to dehver a offences

return as and when required by this Act or the regulations is

guilty of an offence and, in addition to any penalty otherwise

provided, on summary conviction is liable to a fine of not less

than $25 for each day of default. R.S.O. 1970, c. 91, s. 90 (1).

(2) Every person who has failed to comply with or contra- ^^em

vened section 161 or 162 is guilty of an offence and, in addition

to any penalty otherwise provided, on summary conviction is

liable to a fine of $25 for each day during which the default •

continues. R.S.O. 1970, c. 91, s. 90 (2).

164. Where a corporation is guilty of an offence under this^^c®^-

Act, any officer, director or agent of the corporation who corporations

directed, authorized, assented to, acquiesced in, or participated

in, the commission of the offence is a party to and guilty of

the offence and on summary conviction is liable to the punish-

ment provided for the offence whether or not the corporation

has been prosecuted or convicted. R.S.O. 1970, c. 91, s. 91.

165. An information in respect of an offence against this Time for

Act shall be laid within six years of the time when the matter information

of the information arose. R.S.O. 1970, c. 91, s. 92.
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Communica-
tion of
information

166.—(1) No person employed in the service of Her Majesty

shall communicate or allow to be communicated to any person

not legally entitled thereto any information obtained under this

Act or allow any such person to inspect or have access to any
written statement furnished under this Act. R.S.O. 1970,

c. 91, s. 93 (1).

Offence
and
penalty

Exception

(2) Every person who contravenes any provision of this

section is guilty of an offence and on summary conviction is

liable to a fine of not more than $200. R.S.O. 1970, c. 91,

s. 93 (2).

(3) Notwithstanding subsection 1, the Minister may, for the

purpose of aiding in an investigation for taxation purposes

under this or any other Act, enter into an agreement with the

government of Canada or of any province under which officers

of such government will be allowed access to information

obtained or any written statement furnished under this Act

and officers of the Government of Ontario will be allowed

access to information obtained or any written statement

furnished under any Act of such government. R.S.O. 1970,

c. 91, s. 93 (3).

Collection

Priority
of tax

R.S.C. 1970,
C.B-4

167.—(1) All taxes, interest, penalties, costs and other

amounts imposed under this Act are debts due to Her
Majesty and, subject to the Bankruptcy Act (Canada), are a

first lien and charge upon property in Ontario (except pre-

scribed property) of the corporation liable to pay such taxes,

interest, penalties, costs and other amounts. R.S.O. 1970,

c. 91, s. 94 (1), amended.

Tax and
penalty
to be
lien on
property

(2) All taxes, interest, penalties, costs and other amounts
imposed under this Act upon a corporation that owns, operates

or uses a railway are a special lien on any property, real or

personal, in which the corporation has any interest, legal or equi-

table (other than as lessee or under any agreement for running

rights or operating rights) in priority to every claim,

privilege, lien or encumbrance, whenever created, of every

person, and the lien and its priority are not lost or impaired by
any neglect, omission or error of any minister, officer, servant

or agent of the Crown, or by want of registration. R.S.O.

1970,c. 91,s. 94(2).

Garnishment
1 68.— ( 1 ) When the Minister has knowledge or suspects that

a person is or is about to become indebted or liable to make any
payment to a corporation liable to make a payment under this

Act, he may, by registered letter or by a letter served

personally, require him to pay the moneys otherwise payable
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to that corporation in whole or in part to the Treasurer of

Ontario on account of the HabiHty under this Act. R.S.O.

1970,c. 91,s. 95(1).

(2) The receipt of the Treasurer of Ontario for moneys paid^^®"™

as required under this section is a good and sufficient

discharge of the original liability to the extent of the payment.

R.S.O. 1970,c. 91.S. 95(2).

(3) Every person who has discharged any liability to a^^^^^^j.^^

corporation liable to make a payment under this Act without

complying with a requirement under this section is liable to

pay to Her Majesty in right of Ontario an amount equal to the

liability discharged or the amount that he was required under

this section to pay to the Treasurer of Ontario, whichever is

the lesser. R.S.O. 1970, c. 91, s. 95 (3).

(4) Where a person who is or is about to become indebted ®|J^^gg°^
or liable to make a payment to a corporation liable to make a

payment under this Act carries on business under a name or

style other than his own name, the registered or other letter

under subsection 1 may be addressed to the name or style under
which he carries on business and, in the case of personal service,

shall be deemed to have been validly served if it has been left

with an adult person employed at the place of business of the

addressee. R.S.O. 1970, c. 91, s. 95 (4).

(5) Where the persons who are or are about to become ^<*®'"

indebted or liable to make a payment to a corporation liable to

make a payment under this Act carry on business in partnership,

the registered or other letter under subsection 1 may be

addressed to the partnership name and, in the case of personal

service, shall be deemed to have been validly served if it has

been served on one of the partners or left with an adult person

employed at the place of business of the partnership. R.S.O.

1970, c. 91, s. 95 (5).

160.—(1) Upon default of payment by a corporation of any
o^tax^'^'^

tax, interest or penalty or any of them imposed upon a interest

corporation by this Act

,

penalties

(a) the Minister may bring an action for the recovery

thereof in any court in which a debt or money
demand of a similar amount may be collected, and
every such action shall be brought and executed in

and by the name of the Minister or his name of office

and may be continued by his successor in office

as if no change had occurred, and shall be tried

without a jury;
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{b) the Minister may issue a warrant, directed to the

sheriff of any county or district in which any
property of the corporation is located or situate,

for the amount of the tax, interest and penalty
or any of them owing by the corporation, together

with interest thereon from the date of the issue

of the warrant and the costs, expenses and poundage
of the sheriff, and such warrant has the same force

and effect as a writ of execution issued out of the

Supreme Court. R.S.O. 1970, c. 91, s. 96 (1).

Compliance
of Minister
to be proved
by aflfdavit

(2) For the purpose of any proceeding taken under this

Act, the facts necessary to establish compliance on the part

of the Minister with this Part as well as the failure of any
person, partnership, syndicate, trust or corporation to comply
with the requirements of this Part shall, unless evidence to

the contrary satisfactory to the court is adduced, be sufficiently

proven in any court of law by affidavit of the Minister or of any
officer of the Ministry of Revenue. R.S.O. 1970. c. 91 , s. 96 (2),

amended.

Remedies
for recovery
of tax and
penalty

170. The use of any of the remedies provided by sections 168

and 169 does not bar or affect any of the other remedies therein

provided, and the remedies provided by this Act for the recovery

or enforcement of the payment of any tax , interest and penalty

or any of them imposed by this Act are in addition to any other

remedies existing by law, and no action or other proceeding

taken in any way prejudices, limits or affects any lien, charge

or priority existing under this Act or otherwise. R.S.O. 1970,

c.91,s. 97.

Notice to be
even
inister of

sale of
company's
capital assets

171.—(1) Where a corporation has failed to pay taxes,

interest and penalties or any of them imposed by this Act for a

period of more than three years from the date of mailing

of the notice of assessment provided by subsection 2 of section

150, no person shall sell any capital assets of the corporation

unless he has given written notice by registered letter to the

Minister not less than ten days before the date of the sale.

R.S.O. 1970,c. 91,s. 98(1).

Penalty
(2) Every person who contravenes the provisions of sub-

section 1 is liable to a penalty of not less than an amount
equal to the amount of such taxes, interest and penalties in

default and such penalty is recoverable by action in any court

in which a debt or money demand of a similar amount may be
collected. R.S.O. 1970, c. 91, s. 98 (2).
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172. If any doubt or dispute arises as to the liability of a^om-
.

^ ^ ., 1,1 promising
corporation to pay a tax or any portion of a tax demanded aisputes as to

under the authority of this Act, or if owing to special cir- for taxes

cumstances it is deemed inequitable to demand payment of

the whole amount imposed by this Act, the Minister may
accept such amount as he deems proper. R.S.O. 1970, c. 91,

s. 99.

173. Every person who, and every corporation that, contra- offence

^

venes or fails to comply with any of the provisions of this Act
or the regulations for which no other fine is provided is guilty

of an offence and on summary conviction is liable to a fine of

not less than $50 and not more than $500. R.S.O. 1970, c. 91,

s. 100.

e to174. The fines imposed for offences under this Act are ^ayabi
payable to the Treasurer of Ontario. R.S.O. 1970, c. 91, Treasurer

s. 101, amended.

175.—(1) The Lieutenant Governor in Council may make Regulations

regulations,

[a) authorizing or requiring the Deputy Minister of

Revenue or any officer of the Ministry of Revenue to

exercise any power or perform any duty conferred or

imposed upon the Minister by this Act

;

(6) providing for the issuance of certificates as to the

amount of taxes, interest and penalties or any of

them owing by any corporation under this Act and
prescribing the fee payable therefor;

(c) prescribing anything that by this Act is to be pre-

scribed or is to be determined or regulated by the

regulations

;

{d) prescribing amendments to the provisions of Part II

that relate to the computation of income and taxable

income and to the provisions of Parts VII and VIII,

such amendments to remain effective only if enacted

by the Legislature at the first regular session after

such amendments have been prescribed

;

{e) respecting any matter necessary or advisable to carry

out effectively the intent and purpose of this Act

;

(/) prescribing rates of interest for the purposes of

Part V. R.S.O. 1970, c. 91, s. 102 (1).

(2) A regulation is, if it so provides, effective with reference^**®'"

to a period before it was filed. R.S.O. 1970, c. 91, s. 102 (2).
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PART VII

TRANSITIONAL PROVISIONS

Application
nues

176.—(1) For the purposes of this Act, the Income Tax
Application Rules, 1 971 (Canada) shall, where applicable, be

deemed to apply mutatis mutandis to fiscal years ended in 1972
and subsequent fiscal years.

Idem

Effect of
R.S.O. 1970.
C.91

(2) In this Act where reference is made to The Corporations

Tax Application Rules, 1972, such reference shall mean the

provisions made applicable by subsection 1.

(3) In this Act where reference is made to The Corporations

Tax Act such reference shall mean the provisions of The
Corporations Tax Act, R.S.O. 1970, c. 91, as amended.

PART VIII

MISCELLANEOUS

Application
of R.S.O. 1970,
c. 91 as
amended and
this Act

177.—(1) The Corporations Tax Act, being chapter 91 of

the Revised Statutes of Ontario, 1970, applies to corporations

in respect of all fiscal years ending before or during the year

1971 and this Act applies thereafter, provided that the

provisions of this Act relating to the collection of taxes apply

to the collection of taxes under The Corporations Tax A ct

and that the priority of tax under subsection 1 of section ^T
of The Corporations Tax Act does not apply to property

prescribed tor the purposes of subsection 1 of section 16/

of this Act.

afia's^^^"' (2) Subject to subsection 1, The Corporations Tax Act, The

repeafed'
Corporations Tax Amendment Act, 1971 , The Corporations Tax
Amendment Act, 1971 {No. 2) and The Corporations Tax
Amendment Act, 1971 {No. 3) are repealed.

Sent"*"*'* 178. This Act comes into force on the day it receives

Royal Assent.

Short tiUe 170. This Act may be cited as The Corporations Tax Act,

1972.
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BILL 215 1972

The Corporations Tax Act, 1972

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

PART I

INTERPRETATION

1.—(1) In this Act, Interpre-
^ ' tation

1. "adjusted cost base" has the meaning given to that

expression by section 56

;

2. "allowable capital loss" has the meaning given to

that expression by section 40;

3. "amount" means money, rights or things expressed

in terms of the amount of money or the value in

terms of money of the right or thing, except that the

"amount" of any stock dividend paid by a corpora-

tion is the amount of the increase in the paid-up

capital of the corporation by virtue of the payment
of the dividend;

4. "annuity" includes an amount payable on a periodic

basis whether payable at intervals longer or shorter

than a year and whether payable under a contract,

will or trust or otherwise;

5. "assessment" includes a reassessment;

6. "bank" means a corporation or joint stock company
wherever incorporated for the purpose of doing a

banking business or the business of a savings bank
that transacts such business in Ontario, whether the

head office is situate in Ontario or elsewhere

;

7. "business" includes a profession, calling, trade, manu-
facture or undertaking of any kind whatsoever and

215



includes an adventure or concern in the nature of

trade but does not include an office or employment

;

8. "Canadian-controlled private corporation" has the

meaning given to that expression by subsection 6 of

c^?can

)

section 125 of the Income Tax Act (Canada)

;

9. "Canadian corporation" has the meaning given to

that expression by subsection 1 of section 83

;

10. "capital dividend" has the meaning given to that

expression by subsection 2 of section 77

;

11. "capital gain" for a fiscal year from the disposition

of any property has the meaning given to that

expression by section 41

;

12. "capital interest" of a corporation in a trust has the

meaning given to that expression by clause h of sub-

section 1 of section 97

;

13. "capital loss" for a fiscal year from the disposition

of any property has the meaning given to that expres-

sion by section 41

;

14. "capital property" has the meaning given to that

expression by section 56

;

15. "common share" is a share the holder of which is

not precluded upon the reduction or redemption of

the capital stock from participating in the assets of

the corporation beyond the amount paid up thereon

plus a fixed premium and a defined rate of dividend

;

16. "corporation" means any corporation however or

wherever incorporated and where any corporation

or the whole or any part of the property thereof is

placed in the hands or under the control of an agent,

assignee, trustee, liquidator, receiver or other official,

includes such agent, assignee, trustee, liquidator,

receiver or other official, but does not include a cor-

poration incorporated without share capital;

17. "cost amount" to a person of any property at any
time means, except as expressly otherwise provided

in this Act,

i. where the property was depreciable property

of the corporation of a prescribed class, that
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proportion of the undepreciated capital cost

to it of property of that class at that time

that the capital cost to it of the property is of

the capital cost to it of all property of that

class,

ii. where the property was capital property,

other than depreciable property, of the cor-

poration, its adjusted cost base to it at that

time,

iii. where the property was property described in

an inventory of the corporation, its value at

that time as determined for the purpose of

computing its income,

iv. where the property was eligible capital prop-

erty of the corporation in respect of a business,

the cumulative eligible capital of the corpora-

tion in respect of the business at that time,

V. where the property was a debt owing to the

corporation, other than a debt the amount of

which was deducted under clause r of subsec-

tion 1 of section 24 in computing the corpora-

tion's income for a fiscal year ending before

that time, or any other right of the corpora- »i»^

tion to receive an amount, the amount of the I ^h^

debt or other right that was outstanding at "^ *L

that time, and W^ -»

vi. in any other case, the cost to the corporation $
of the property as determined for the purpose '|ir

of computing its income, except to the extent

that such cost has been deducted in computing
its income from any fiscal year ending before

that time;

18. "cumulative eligible capital" has the meaning given

to that expression by subsection 4 of section 18;

19. "deferred profit sharing plan" has the meaning given

to that expression by subsection 1 of section 120;

20. "depreciable prof)erty" has the meaning given to that

expression by subsection 17 of section 17;

21. "designated surplus" has the meaning given to that

expression by Part VII of the Income Tax -^^^c^^'cfan)
(Canada)

;
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22. "dividend" includes a stock dividend, other than a

stock dividend that was paid before 1972;

23. "eligible capital exf)enditure" has the meaning given

to that expression by subsection 4 of section 18;

24. "eligible capital property" has the meaning given to

that expression by section 56

;

25. "employed" means performing the duties of an office

or employment

;

26. "employee" includes officer;

27. "employees profit sharing plan" has the meaning
given to that expression by subsection 1 of section

118;

28. "employer", in relation to an officer, means the per-

son from whom the officer receives his remuneration

;

29. "employment" means the position of an individual

in the service of some other person, including Her
Majesty or a foreign state or sovereign, and "servant"

or "employee" means a person holding such a posi-

tion;

30. "exempt income" means money or property received

or acquired by a corporation in such circumstances

that it is, by reason of any provision in Part II, not

included in computing its income, but for greater

certainty does not include a dividend on a share;

31. "farming" includes tillage of the soil, live stock rais-

ing or exhibiting, maintaining of horses for racing,

raising of poultry, fur farming, dairy farming, fruit

growing and the keeping of bees, but does not include

an office or employment under a person engaged in

the business of farming;

32. "fiscal year" means the period for which the accounts

of the business of a corporation are ordinarily made
up and accepted for purposes of assessment under
this Act and, in the absence of an established prac-

tice, the fiscal year is that adopted by a corporation,

but no fiscal year may exceed fifty-three weeks and
any change in a usual and accepted fiscal year shall

be made for the purposes of this Act only with the

concurrence of or in accordance with the direction

of the Minister;
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33. "fishing" includes fishing for or catching shell fish,

crustaceans and marine animals but does not include

an office or emplojmient under a person engaged in

the business of fishing;

34. "gross revenue" means the aggregate of all amounts
received in a fiscal year or receivable in the fiscal

year, depending on the method regularly followed

by the corporation in computing its profit, other-

wise than as or on account of capital

;

35. "income bond" or "income debenture" means re-

spectively a bond or debenture in respect of which
interest or dividends are payable only when the

debtor corporation has made a profit before taking

into account the interest or dividend obligation on
such bond or debenture

;

36. "income interest" of a corporation in a trust has the

meaning given to that expression by subsection 1 of

section 97

;

37. "insurance corporation" or "insurer" means a cor-

poration with or without share capital that carries

on an insurance business

;

38. "inter vivos trust" has the meaning given to that , ,

expression by subsection 1 of section 97 ; ^ ^^

1 *

39. "inventory" means a description of property the cost wl^ t
or value of which is relevant in computing the w^^
income of a corporation from a business for a fiscal ^^
year;

40. "jurisdiction" means a province or territory of Can-

ada or a state outside Canada having sovereign

power;

41. "life insurance business" includes,

i. an annuities business, and

ii. the business of issuing contracts all or any
part of the issuer's reserves for which vary in

amount depending upon the fair market value

of a specified group of assets,

carried on by a life insurance corporation or life

insurer

;

-#
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42. "life insurance corporation" or "life insurer" means
a corporation that carries on a life insurance business

that is not a business described in subparagraph i

or ii of paragraph 41 whether or not it also carries on
a business described in either of those subparagraphs

;

43. "listed personal property" has the meaning given

to that expression by section 56;

44. "minerals" do not include petroleum, natural gas or

related hydrocarbons, except coal or bituminous

sands

;

45. "mineral resource" means,

i. a base or precious metal deposit,

ii. a coal deposit,

iii. a bituminous sands deposit, or

iv. a mineral deposit in respect of which,

(A) the Minister has certified that the prin-

cipal mineral extracted is an industrial

mineral contained in a non-bedded

deposit,

(B) the principal mineral extracted is syl-

vite,

(C) the principal mineral extracted is halite

that is extracted by underground min-

ing and not by operating a brine well,

(D) the principal mineral extracted is silica

that is extracted from sandstone or

quartzite, or

(E) the principal mineral extracted is gyp-
sum;

46. "Minister" means the Minister of Revenue;

47. "net capital loss" has the meaning given to that

expression by subsection 7 of section 99

;

48. "non-capital loss" has the meaning given to that

expression by subsection 7 of section 99

;
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49. "non-resident" means not resident in Canada;

50. "non-resident-owned investment corporation" has

the meaning given to that expression by subsection 5

of section 110;

51. "paid-up capital deficiency" has the meaning given

to that expression by clause d of subsection 1 of sec-

tion 83;

52. "permanent establishment" has the meaning given

to that expression by section 7;

53. "personal-use property" has the meaning given to

that expression by section 56;

54. "preferred share" means a share other than a com-
mon share

;

55. "prescribed" in the case of a form or the information

to be given on a form, means prescribed by order of

the Minister, and in any other case, means prescribed

by regulation;

56. "principal amount" in relation to any obligation

means the amount that, under the terms of the

obligation or any agreement relating thereto, is the

maximum amount or maximum aggregate amount, ^ ^J^

as the case may be, payable on account of the obhga-

tion by the issuer thereof, otherwise than as or on

account of interest or as or on account of any pre- JM# %
mium payable by the issuer conditional upon the ^
exercise by the issuer of a right to redeem the obliga- *^

tion before the maturity thereof;

57. "private corporation" has the meaning given to that

expression by subsection 1 of section 83

;

58. "property" means property of any kind whatsoever

whether real or jjersonal or corporeal or incorporeal

and, without restricting the generality of the fore-

going, includes a right of any kind whatever, a share

or a chose in action and, unless a contrary intention

is evident, money;

59. "public corporation" has the meaning given to that

expression by subsection 1 of section 83

;

60. "railway" includes a railway and part of a railway

operated in whole or in part by steam, electricity or

f
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other motive power, constructed and operated on
highways or on land owned by the corporation that

owns or operates it, or partly on highways and partly

on such land, but does not include a street railway

constructed or operated in whole or in part upon or

along a highway under or by virtue of an agreement
with or a by-law of a city or town

;

61. "registered Canadian amateur athletic association"

has the meaning given to that expression by subsec-

tion 4 of section 98;

62. "registered Canadian charitable organization" has

the meaning given to that expression by subsection 4

of section 98

;

63. "registered pension fund or plan" means an em-
ployees' superannuation or pension fund or plan

accepted for registration by the Minister of National

c^(Can

)

Revenue for purposes of the Income Tax A ct (Canada)

in respect of its constitution and operations for the

fiscal year under consideration

;

64. "registered supplementary unemployment benefit

plan" has the meaning given to that expression by
subsection 1 of section 119;

65. "regulations" means regulations made under this

Act;

66. "resident in Canada" means resident in Canada for

purposes of the Income Tax Act (Canada);

67. "restricted farm loss" has the meaning given to that

expression by subsection 1 of section 33;

68. "share" means a share of capital stock of a corpora-

tion;

69. "shareholder" includes a member or other person

entitled to receive payment of a dividend

;

70. "subsidiary controlled corporation" means a cor-

poration more than 50 per cent of the issued share

capital of which, having full voting rights under all

circumstances, belongs to the corporation to which it

is subsidiary;

71. "subsidiary wholly-owned corporation" means a

corporation all the issued share capital of which,

except directors' qualifying shares, belong to the cor-

poration to which it is subsidiary

;
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72. "superannuation or pension benefit" includes any
amount received out of or under a superannuation

or pension fund or plan and without restricting the

generality of the foregoing, includes any payment
made to a beneficiary under the fund or plan or to an
employer or former employer of the beneficiary there-

under,

i. in accordance with the terms of the fund or

plan,

ii. resulting from an amendment to or modifica-

tion of the fund or plan, or

iii. resulting from the termination of the fund

or plan;

73. "supplementary unemployment benefit plan" has

the meaning given to that expression by subsection 1

of section 119;

74. "tax payable" by a corporation under any Part of

the Act means the tax payable by the corporation

as fixed by assessment or reassessment subject to

variation on objection or appeal, if any, in accordance

with sections 154 to 160, as the case may be;

N

c. 63 (Can.)

75. "taxable Canadian corporation" has the meaning
given to that expression by subsection 1 of section 83

;

76. "taxable Canadian property" has the meaning given ^^^J^
to that expression by subsection 1 of section 115 of ^
the Income Tax Act (Canada) except that, for the^^'^Ji-^

purposes only of section 2, the expression "taxable

Canadian property" includes a Canadian resource

property, within the meaning given to that expression

by subsection 12 of section 63, any property that

would have been a Canadian resource property within

the meaning given to that expression by subsection

12 of section 63, if it had been acquired after 1971,

and an income interest in a trust resident in Canada

;

77. "taxable capital gain" has the meaning given to that

expression by section 40

;

78. "taxable dividend" has the meaning given to that

expression by subsection 1 of section 83

;

79. "taxable income" has the meaning given to that

expression by section 9;
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1970-71.
c. 63 (Can.)

"Taxation
year"

Arm's
length

80. "taxable income earned in Canada" has the meaning
given to that expression by section 10

;

81. "taxable net gain" from dispositions of listed per-

sonal property has the meaning given to that expres-

sion by section 43;

82. "taxation year" means that fiscal year in relation to

which the amount of a tax under this Act is being

calculated when the expression is used to distinguish

it from another fiscal year;

83. "tax-paid undistributed surplus on hand" has the

meaning given to that expression by subsection 1 of

section 83;

84. "trust" has the meaning given to that expression by
subsection 1 of section 248 of the Income Tax Act

(Canada)

;

85. "unit trust" has the meaning given to that expression

by subsection 2 of section 97

;

86. "1971 capital surplus on hand" has the meaning
given to that expression by subsection 1 or 2 of

section 83;

87. "1971 undistributed income on hand" has the mean-
ing given to that expression by subsection 4 or 5

of section 196 of the Income Tax Act (Canada).

(2) For the purposes of this Act, a reference to a taxation

year ending in another year includes a reference to a taxation

year ending coincidentally with that other year.

(3) For the purposes of this Act,

{a) related persons shall be deemed not to deal with each

other at arm's length; and

(b) it is a question of fact whether persons not related

to each other were at a particular time dealing with

each other at arm's length.

de^fined"^*^*^ (^) ^°'" *^^ purpose of this Act "related persons", or persons

related to each other, are,

(a) individuals connected by blood relationship, marriage
or adoption

;

{b) a corporation and,

«

(i) a person who controls the corporation, if it is

controlled by one person.
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(ii) a person who is a member of a related group

that controls the corporation, or

(iii) any person related to a person described in

subclause i or ii;

(c) any two corporations,

(i) if they are controlled by the same person or

group of persons,

(ii) if each of the corporations is controlled by one

person and the person who controls one of the

corporations is related to the person who con-

trols the other corporation,

(iii) if one of the corporations is controlled by one
person and that person is related to any mem-
ber of a related group that controls the other

corporation,

(iv) if one of the corporations is controlled by one

person and that person is related to each mem-
ber of an unrelated group that controls the

other corporation,

(v) if any member of a related group that con- i^

trols one of the corporations is related to each A ^
member of an unrelated group that controls .

the other corporation, or iST, f

(vi) if each member of an unrelated group that ^
controls one of the corporations is related to ^
at least one member of an unrelated group
that controls the other corporation.

(5) Where two corporations are related to the same cor- ^ °i'^°S*t"°°"
f)oration within the meaning of subsection 4, they shall, for each other

the purposes of subsections 3 and 4, be deemed to be related

to each other.

(6) In this Act, Groups

(a) "related group" means a group of persons each mem-
ber of which is related to every other member of the

group; and

{b) "unrelated group" means a group of persons that is

not a related group.
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Control by (7) poF the purposes of subsection 4,

groups,
op ons.e

^^j where a related group is in a position to control a

corporation, it shall be deemed to be a related group
that controls the corporation whether or not it is part

of a larger group by whom the corporation is in

fact controlled;

(6) a person who had a right under a contract, in equity

or otherwise, either immediately or in the future and
either absolutely or contingently, to, or to acquire,

shares in a corporation, or to control the voting

rights of shares in a corporation, shall, except where
the contract provided that the right is not exercisable

until the death of an individual designated therein,

be deemed to have had the same position in relation

to the control of the corporation as if he owned the

shares; and

(c) where a person owns shares in two or more cor-

porations, he shall as shareholder of one of the

corporations be deemed to be related to himself as

shareholder of each of the other corporations.

SateTby i^) ^or the purposes of this Act,
blood
relationship,
etc. (a) persons are connected by blood relationship if one is

the child or other descendant of the other or one is the

brother or sister of the other

;

{b) persons are connected by marriage if one is married

to the other or to a person who is so connected by
blood relationship to the other; and

(c) persons are connected by adoption if one has been
adopted, either legally or in fact, as a child of the

other or as the child of a person who is so connected

by blood relationship, otherwise than as a brother

or sister, to the other. R.S.O. 1970, c. 91, s. 1.

amended.

LIABILITY FOR TAXES

Taxes 2,—(1) Every corporation that is incorporated under the

laws of Canada or a province thereof and that has a per-

manent establishment in Ontario shall for every fiscal year

of the corporation pay to Her Majesty for the uses of Ontario

the taxes imposed by this Act at the time and in the manner
provided in this Act. R.S.O. 1970, c. 91, s. 4 (1), amended.
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(2) Every corporation that is incorporated under the lawsi**®"^

of a jurisdiction outside Canada, which jurisdiction has not

entered into a Tax Convention or Treaty with Canada for the

fiscal year, and that at any time in the fiscal year or a previous

fiscal year,

(a) had a permanent establishment in Ontario within

the meaning of section 7 ; or

(6) owned real property in Ontario the income from which

arose from the sale or rental thereof ; or

(c) disposed of taxable Canadian property within the

meaning given to that expression by paragraph 77 of

subsection 1 of section 1 that was property situated

in Ontario as prescribed by regulation,

shall for every fiscal year of the corporation pay to Her
Majesty for the uses of Ontario the taxes imposed by this

Act at the time and in the manner provided in this Act.

(3) Every corporation that is incorporated under the laws^*^®™

of a jurisdiction outside Canada, which jurisdiction has

entered into a Tax Convention or Treaty with Canada for the

fiscal year, and that, at any time in the fiscal year or a

previous fiscal year,

(a) had a permanent establishment in Ontario within the

meaning of section 7 ; or

{b) owned real property in Ontario the income from which
arose from the sale or rental thereof and the corpora-

tion has elected to file a return of income under
Part I of the Income Tax Act (Canada) pursuant toi970-Ji.^^

section 216 of that Act; or

(c) disposed of taxable Canadian property within the

meaning given to that expression by paragraph 77

of subsection 1 of section 1 that was property situated

in Ontario as prescribed by regulation,

shall for every fiscal year of the corporation pay to Her
Majesty for the uses of Ontario the taxes imposed by this

-^ct at the time and in the manner provided in this Act.

R.S.O. 1970, c. 91, s. 4 (1), amended.

(4) For the purposes of the election referred to in clause h ^*®'"

of subsection 3, the reference in that subsection to "at any
time in the fiscal year or a previous fiscal year," shall be read

without reference to "or a previous fiscal year".

8. For the purposes of subsection 2 or 3 of section 2, aj^tfon"^®"

corporation "owned real prof)erty" if it had a legal, equitable

or beneficial interest in the real property. R.S.O. 1970, c. 91,

s. 3 (10), amended.
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Calendar
year

Incomplete
fiscal
year

How tax
to be
determined

Idem

4. For the purposes of this Act, where a fiscal year is

referred to by a reference to a calendar year, the reference is

to the fiscal year or years coinciding with, or ending in, that

year. R.S.O. 1970. c. 91. s. 4 (2).

5. Where a corporation ceases to be liable for taxes imposed
under this Act during a fiscal year or the existence of a
corporation is terminated during a fiscal year, it shall, in

respect of such incomplete fiscal year, pay the taxes imposed
by this Act in the same manner as though such fiscal year

ended on the date on which it ceased to be liable for taxes or

upon which its existence was terminated, as the case may be.

R.S.O. 1970, c. 91, s. 4 (3), amended.

6.—(1) Unless otherwise provided in this Act, any tax

imposed by this Act shall be determined on the amount of the

paid-up capital stock, mileage or other subject in respect of

which the amount of the tax is to be ascertained as such paid-up

capital stock, mileage or other subject stood at the close of

the fiscal year of the corporation for which the tax is imposed.

(2) Any tax imposed by this Act that is to be calculated in

respect of,

[a) the taxable income of a corporation ; or

(6) the gross premiums that become payable to insurance

corporations,

shall be calculated with reference to the taxable income earned

or the gross premiums that become payable, as the case may
be, during the fiscal year of the corporation for which the

respective tax is imposed. R.S.O. 1970, c. 91, s. 72.

Permanent
establish-
ment

Idem

Idem

Idem

7.—(1) In this Act, "permanent establishment" includes

branches, mines, oil wells, farms, timberlands, factories, work-

shops, warehouses, offices, agencies and other fixed places of

business.

(2) Where a corporation carries on business through an

employee or agent who has general authority to contract for

the corporation or who has a stock of merchandise owned by
the corporation from which he regularly fills orders which he

receives, such employee or agent shall be deemed to operate a

permanent establishment of the corporation.

(3) The fact that a corporation has business dealings through

a commission agent, broker or other independent agent shall

not of itself be deemed to mean that the corporation has a

permanent establishment.

(4) The fact that a corporation has a subsidiary controlled

corporation in a place or a subsidiary controlled corporation

engaged in a trade or business in a place shall not of itself be

215



15

deemed to mean that the first-mentioned corporation is

operating a permanent estabhshment in that place.

(5) An insurance corporation is deemed to have a permanent idem

estabhshment in each jurisdiction in which the corporation is

registered or hcensed to do business.

(6) The fact that a corporation maintains an office solely for idem

the purchase of merchandise shall not of itself be deemed to

mean that the corporation has a permanent establishment in

that office.

(7) Where a corporation, otherwise having a permanent i^^^m

establishment in Canada, owns land in a province, such land

is a permanent establishment.

(8) The fact that a non-resident corporation in a fiscal year^^^^m

produced, grew, mined, created, manufactured, fabricated,

improved, packed, preserved or constructed in whole or in part

anything in Canada whether or not the corporation exported

that thing without selling it prior to exportation, shall of

itself, for the purposes of this Act, be deemed to mean that

the corporation maintained a permanent establishment at any
place where the corporation did any of those things in the

fiscal year.

(9) The use of substantial machinery or equipment in a idem

particular place at any time in a fiscal year of a corporation
,

constitutes a permanent establishment of such corporation in . '^^

that place for the fiscal year. fk li.

(10) Where a corporation has no fixed place of business, it^^iem |^ |»

has a permanent establishment in the principal place in which w^J
the corporation's business is conducted.

#̂
(11) A corporation has a permanent establishment in thei^^^m

place designated in its charter or by-laws as being its head

office. R.S.O. 1970, c. 91, s. 3, amended.

PART II

Division A

—

liability for income tax

8.—(1) Except as otherwise provided in this Part, every ["^o^"®

corporation liable to the taxes imposed under this Act by
virtue of subsection 1 of section 2, shall, for every fiscal year

of the corporation pay an income tax as hereinafter required

uix)n its taxable income.

(2) Except as otherwise provided in this Part, every cor-^**®'"

poration liable to the taxes imposed under this Act by virtue

of subsection 2 or 3 of section 2, shall, for every fiscal year of the

corporation pay an income tax as hereinafter required upon its

taxable income earned in Canada. R.S.O. 1970, c. 91, s. 4 (1),

amended.
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wem 0. The taxable income of a corporation for a fiscal year is its

income for the fiscal year minus the deductions permitted by
Division C. R.S.O. 1970, c. 91, s. 14, amended.

i*^®™ 10. The taxable income earned in Canada of a corporation

for a fiscal year is its taxable income earned in Canada
determined under Division D. New.

Exemptions \\^ Except as provided in subsection 3 or 4 of section 122

no tax is payable under this Part upon the taxable income of a

corporation for a period when that corporation was a corpora-

tion referred to in section 122. New.

Division B—computation of income

Basic Rules

Income for 12. The income of a corporation for a fiscal year for pur-

poses of this Part is its income for the year determined by
the following rules,

[a) determine the aggregate of amounts each of which is

the income of the corporation for the fiscal year,

other than a taxable capital gain from the disposition

of a property, from a source inside or outside Canada,
including, without restricting the generality of the

foregoing, its income for the fiscal year from each

business and property;

(6) determine the amount, if any, by which,

(i) the aggregate of its taxable capital, gains for

the fiscal year from dispositions of property

other than listed personal property, and its

taxable net gain for the fiscal year from dis-

positions of listed personal property,

exceeds,

(ii) its allowable capital losses for the fiscal year

from dispositions of property other than listed

personal property;

(c) determine the amount, if any, by which the aggregate

determined under clause a plus the amount determined
under clause h exceeds the aggregate of the deductions

p>ermitted by Subdivision D in computing the income
of the corporation for the fiscal year, except such of or

such part of those deductions, if any, as have been

taken into account in determining the aggregate

referred to in clause a ; and
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(d) determine the amount, if any, by which the remainder
determined under clause c exceeds the aggregate of

amounts each of which is its loss for the fiscal year

from a business or property,

and the remainder, if any, obtained under clause d is the

income of the corporation for the fiscal year for the purposes

of this Part. R.S.O. 1970, c. 91, s. 15, amended.

13.—(1) For the purposes of this Act, income or

a source

(a) the income or loss of a corporation for a fiscal year sources in a

from a business, property or other source, or from^^*°®

sources in a particular place, is its income or loss, as

the case may be, computed in accordance with this

Act on the assumption that it had during the fiscal

year no income or loss except from that source or no
income or loss except from those sources, as the case

may be, and was allowed no deductions in computing
its income for the fiscal year except such deductions

as may reasonably be regarded as wholly applicable to

that source or to those sources, as the case may be,

and except such part of any other deductions as may
reasonably be regarded as applicable thereto; and
R.S.O. 1970, c. 91, s. 25 (4), amended.

(6) where the business carried on or the service performed

by a corporation was carried on or performed, as the J ^f!^

case may be, partly in one place and partly in ?

another place, the income or loss of the corporation |P •.

for the fiscal year from the business carried on or |W #

the service performed by it in a particular place is the .
income or loss of the corporation, as the case may be, '|i^

computed in accordance with this Act on the assump-
tion that it had during the fiscal year no income or

loss except from the part of the business that was
carried on or the service performed in that particular

place, as the case may be, and was allowed no deduc-
tions in computing its income for the fiscal year

except such deductions as may reasonably be regarded

as wholly applicable to that part of the business or the

services performed, as the case may be, and except

such part of any other deductions as may reasonably

be regarded as applicable thereto. R.S.O. 1970,

c. 91, s, 25 (5), amended.

(2) Subject to subsection 3, in applying subsection 1 for the^**®'"

purposes of this Part, no deductions permitted by subsection

1 of section 60 are applicable either wholly or in part to a

particular source or to sources in a particular place, as the

case may be. New.

215
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Deductions
applicable

(3) In applying clause b of subsection 1 for the purposes of

section 101 all deductions allowed in computing the income of

a corporation for a fiscal year for the purposes of this Part

shall be deemed to be applicable either wholly or in part to a

particular source or to sources in a particular place, as the case

may be. New.

Limitation
respecting
Inclusions
and
deductions

(4) Unless a contrary intention is evident, no provision of

this Part shall be read or construed to require the inclusion

or to permit the deduction, in computing the income of a

corporation for a fiscal year or its income or loss for a fiscal

year from a particular source or from sources in a particular

place, of any amount to the extent that that amount has

been included or deducted, as the case may be, in computing
such income or loss under, in accordance with or by virtue

of any other provision of this Part. New.

Subdivision A

—

income or loss

FROM A BUSINESS OR PROPERTY

Basic Rules

%m^'

Income
from
business or
property

Loss from
business or
property

14.—(1) Subject to this Part, the income of a corporation

for a fiscal year from a business or property is its profit there-

from for the fiscal year. R.S.O. 1970, c. 91, s. 16, amended.

(2) Subject to section 33, the loss of a corporation for a

fiscal year from a business or property is the amount of its

loss, if any, for the fiscal year from that source computed by
applying the provisions of this Act respecting computation of

income from that source mutatis mutandis.

losses not (*^) ^" *^^^ ^^^' "i^come from a property" does not include
included any capital gain from the disposition of that property and

"loss from a property" does not include any capital loss from

the disposition of that prop)erty. New.

Valuation
of inventory
property

1970-71.
c. 63 (Can.)

15.—(1) For the purpose of computing income from a

business, the property described in an inventory shall, except

as provided in subsection 2, be valued at the same amount
and for the same fiscal year, as is accepted for assessment

under the Income Tax Act (Canada) and the regulations made
thereunder. R.S.O. 1970. c. 91. s. 26 (1), amended.

Idem
(2) Notwithstanding subsection 1. the Minister may deter-

mine the value of the property described in an inventory

for the purposes of assessment under this Act if he is of the

opinion that the values have been incorrectly determined by the

corporation. New.
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(3) Notwithstanding subsections 1 and 2, for the purpose of ^*^®"^

computing income for a fiscal year from a business, the

property described in an inventory at the commencement of the

fiscal year shall be valued at the same amount as the amount
at which it was valued at the end of the immediately preceding

fiscal year for the purpose of computing income for that

preceding fiscal year. R.S.O. 1970, c. 91, s. 26 (2), amended.

(4) Where the property described in the inventory of a^^^^^^jo^

business at the commencement of a fiscal year has, according

to the method adopted by the corporation for computing

income from the business for that fiscal year, not been valued

as required by subsection 1 or 2, the property described

therein at the commencement of that fiscal year shall, if the

Minister so directs, be deemed to have been valued as required

by that subsection. R.S.O. 1970, c. 91, s. 36, amended.

Inclusions

16.—(1) There shall be included in computing the income
^™j°'^f^|g^^

of a corporation for a fiscal year as income from a business as income
* -^ from business

or property such of the following amounts as are applicable, or property

(a) any amount received by the corporation in the year
f^c^tJcfbe

in the course of a business, rendered

(i) that is on account of* services not rendered

or goods not delivered before the end of the

year or that, for any other reason, may be

regarded as not having been earned in the

year or a previous year, or

(ii) under an arrangement or understanding that

it is repayable in whole or in part on the

return or resale to the corporation of articles in

or by means of which goods were delivered

to a customer; R.S.O. 1970, c. 91, s. 61 (1) {a).

{b) any amount receivable by the corporation in respect Amounts

of property sold or services rendered in the course of a in respect

business in the year, notwithstanding that the amount etc^rendered

may not be receivable until a subsequent year, unless

the method adopted by the corporation for com-
puting income from the business and accepted for the

purpose of this Part does not require it to include

any amount receivable in computing its income for

a fiscal year unless it has been received in the year;

R.S.O. 1970. c. 91. s. 61(1) (6).

(c) any amount received by the corporation in the year interest

or receivable by the corporation in the year, depend-
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Reserve for
doubtful
debts

ing upon the method regularly followed by the cor-

poration in computing its profit , as, on account or in lieu

of payment of, or in satisfaction of, interest; R.S.O.

1970, c. 91, s. 17 (c).

(d) any amount deducted as a reserve for doubtful

debts in computing the corporation's income for the

immediately preceding year; R.S.O. 1970, c. 91,

s. 17 {e).

Reserves In
respect of
certain sroods
and services,
etc.

{e) any amount,

(i) deducted under clause o of subsection 1 of

section 24, including any amount substituted

by virtue of subsection 7 of section 24 for

any amount deducted under that clause, or

subsection 8 of section 24, or

(ii) deducted under clause p of subsection

section 24 or subsection 8 of section 24,

1 of

in computing the corporation's income from a business

for the immediately preceding year; R.S.O. 1970,

c. 91, s. 61 (1) (/).

Insurance
proceeds
expended

(/) such part of any amount payable to the corpora-

tion as compensation for damage to, or under a

policy of insurance in respect of damage to, property

that is depreciable property of the corporation as has

been expended by the corporation,

(i) within the year, and

(ii) within a reasonable time after the damage,

on repairing the damage; R.S.O. 1970, c. 91, s. 17 (/).

Payments
based on
production
or use

{g) any amount received by the corporation in the year

that was dependent upon the use of or production from

property whether or not that amount was an instal-

ment of the sale price of the property, except that an

instalment of the sale price of agricultural land is

not included by virtue of this clause; R.S.O. 1970,

c. 91,s. 17(i).

Previous
reserve for
quadrennial
survey

(A) any amount deducted as a reserve under clause q of

subsection 1 of section 24 in computing the corpora-

tion's income for the immediately preceding year;

R.S.O. 1970, c. 91, s. 17 ig).
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(i) any amount received in the year on account of a Bad debts
rGcovGrcQ

debt in respect of which a deduction for bad debts

had been made in computing the corporation's in-

come for a previous year; R.S.O. 1970, c. 91, s. 17 (h).

(J) any amount required by Subdivision G to be included ^q^*^®"**^

in computing the corporation's income for the year corporations

in respect of a dividend paid by a corporation resident Canada

in Canada on a share of its capital stock; R.S.O.

1970, c. 91, s. 17(a).

(k) any amount required by Subdivision H to be included
gj^^^^^^l^.

in computing the corporation's income for the year incorporations

respect of a dividend paid by a corporation not

resident in Canada on a share of its capital stock;

(/) any amount that is, by virtue of Subdivision I income p^^^^^^^s^^p

of the corporation for the year from a business or

property; R.S.O. 1970, c. 91, s. 17 (d).

{m) any amount required by Subdivision J to be included^g®°®^^^^°™

in computing the income of a corporation for the

year except any amount deemed by that subdivision

to be a taxable capital gain of the corporation ; and
New.

(w) any amount received by the corporation in the^'^gj.^y®®^

year under an employees profit sharing plan estab- scaring plan

lished for the benefit of employees of the corporation - t^

or of another corporation with whom the corporation ip %
does not deal at arm's length. R.S.O. 1970, c. 91, ki *

s.l7(;). SL(

(2) Clauses a and b of subsection 1 are enacted for greater
J^^j^^p'"®"

certainty and shall not be construed as implying that any
amount not referred to therein is not to be included in

computing income from a business for a fiscal year whether it is

received or receivable in the year or not. R.S.O. 1970, c. 91,

S.61 (2).

17.—(1) Where depreciable property of a corporation of ^.^^^^^^^^

prescribed class has, in a fiscal year, been disposed of and over
^^^^^^^^

the proceeds of disposition exceed the undepreciated capital capital cost

cost to it of depreciable property of that class immediately

before the disf)osition, the lesser of,

(a) the amount of the excess ; and

{b) the amount that the excess would be if the property

had been disposed of for the capital cost thereof to

the corporation,

215
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shall be included in computing the income of the corporation

for the year. R.S.O. 1970, c. 91, s. 32 (1).

mination of (^^ Where one or more amounts are by subsection 1 required
net amount to be included in computing a corporation's income for a

fiscal year in respect of the disposition of depreciable prop-

erty of a prescribed class and the corporation has, during

the year but following the dispositions, acquired further de-

preciable property of that class, notwithstanding subsection 1

and clause /of subsection 17 the following rules apply,

(a) if the aggregate of the amounts that would, accord-

ing to the terms of subsection 1, be included there-

under in computing the income of the corporation is

equal to or exceeds the amount that would, accord-

ing to the terms of clause / of subsection 17, be the

undepreciated capital cost to the corporation of de-

preciable property of that class at the end of the

year before any deduction is made under clause a

of subsection 1 of section 24 for that year,

(i) the amount to be included in computing the

income of the corporation for the year under
subsection 1 in respect of dispositions of

depreciable property of that class is that

aggregate minus the amount that would be

that undepreciated capital cost, and

(ii) the undepreciated capital cost to the cor-

poration of depreciable property of that class

at the end of the year is nil ; and

{h) if the aggregate of the amounts that would, according

to the terms of subsection 1, be included there-

under in computing the income of the corporation

is less than the amount that would, according to the

terms of clause / of subsection 17, be the undepre-

ciated capital cost to the corporation of depreciable

property of that class at the end of the year before

any deduction is made under clause a of subsection

1 of section 24 for that year,

(i) no amounts shall be included in computing the

income of the corporation for the year in

respect of depreciable property of that class

under subsection 1, and

(ii) the undepreciated capital cost to the corpora-

tion of depreciable property of that class at the

end of the year before any deduction is made
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under clause a of subsection 1 of section 24
for the year is the amount that it would be
according to the terms of clause / of subsec-

tion 17 minus that aggregate. R.S.O. 1970,

c. 91, s. 32(2).

(3) Where an amount that would otherwise be included ^^^^.^^^^^^
^ '

.
and com-

in computing the income of a corporation for a fiscal year,pensation

hereinafter referred to as the "initial year", by virtue of this

section is,

(a) an amount payable, in respect of loss or destruction

of property of a prescribed class,

(i) under a policy of insurance, or

(ii) otherwise as compensation for the property so

lost or destroyed ; or

{b) an amount payable as compensation for property

of a prescribed class taken under statutory authority

or as the sale price of property sold to a person by
whom notice of an intention to take it under statutory

authority was given,

the following rules apply,

(c) the amount shall not, to the extent that it has been
expended by the corporation, A v

(i) in the fiscal year immediately following the

.4

initial year on acquiring property of the same if^f j|

class,

(ii) in the fiscal year immediately following the

initial year on acquiring, if the property so

lost, destroyed, taken or sold was a building,

a building of a prescribed class, or

(iii) within a time certified by the Minister to be
a reasonable time following the initial year, on
acquiring, if the property so lost, destroyed,

taken or sold was a vessel, a vessel of a pre-

scribed class,

be included in computing the income of the corpora-

tion for the initial year; and

{d) the amount shall, to the extent that it has not been
included in computing the income of the corporation

for the initial year, be deemed to be proceeds of a

disposition made,

r
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(i) in the case of a vessel, in the fiscal year in

which it is in whole or in part expended in

accordance with clause c, but only to the

extent that it is so expended in that year

and only if such year is within the time certi-

fied by the Minister under subclause iii of

clause c, and

(ii) in the case of any other property, in the fiscal

year immediately following the initial year,

of depreciable property of the corporation of the

same class as the property so acquired. R.S.O. 1970,

c. 91, s. 32(5).

Transferred (4) Where depreciable property of a corporation that was
included in a prescribed class, hereinafter in this subsection

referred to as the "former class", has been transferred to

another prescribed class, hereinafter in this subsection referred

to as the "other class", for the purposes of clause /of subsec-

tion 17,

{a) there shall be added to the capital cost to the corpora-

tion of depreciable property of the former class

acquired before the transfer, the greater of,

(i) the amount, if any, by which the capital cost

to the corporation of the transferred prop)erty

exceeds the undepreciated capital cost to the

corporation of depreciable property of the

former class immediately before the transfer,

ii

.

and

(ii) the aggregate of all amounts that would have

been allowed to the corporation in resp)ect of the

transferred proj)erty , if it had been a prescribed

class, at the rate that was allowed to the cor-

poration in respect of property of the former

class under regulations made under clause a of

subsection 1 of section 24 in computing income

for the fiscal years before the transfer; and

(6) there shall be added to the total depreciation allowed

to the corporation for property of the other class the

greater of the amounts determined under subclauses

i and ii of clause a. R.S.O. 1970, c. 91, s. 32 (6),

amended.

Misciassifled (5) Where, in calculating the amount of a deduction allowed
property ^ ' '

. , , , • , , i r

to a corporation under regulations made under clause a or

subsection 1 of section 24 in respect of depreciable property of

the corporation of a prescribed class, there has been added to
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the capital cost to the corporation of depreciable property of

that class the capital cost of depreciable property, hereinafter

in this subsection referred to as "added property", of another

prescribed class, for the purpose of this section and regulations

made under clause a of subsection 1 of section 24 the added
property shall, if the Minister so directs with reference to any

fiscal year for which, within the time specified in clause a

or b of subsection 4 of section 150, the Minister may make any
reassessment or additional assessment or assess tax interest or

penalties under this Part as the circumstances require, be

deemed to have been property of the first-mentioned class and
not of the other class at all times before the commencement
of that year and, except to the extent that that property or any
part thereof has been disposed of by the corporation before the

commencement of that year, to have been transferred from the

first-mentioned class to the other class at the commencement
of that year. R.S.O. 1970, c. 91, s. 32 (7).

(6) For the purpose of this section and any regulations rnade
^^^^^^^^^jg

under clause a of subsection 1 of section 24, the following rules

apply:

1. Where a corporation having acquired property for

the purpose of gaining or producing income therefrom

or for the purpose of gaining or producing income
from a business, has commenced at a later time to use

it for some other purpose, the corporation shall be ^^

deemed to have disposed of it at that later time at '^L ^
its fair market value at that time. R.S.O. 1970,

c. 91, s. 32 (8) par. 1.

2. Where a corporation, having acquired property for ;*

some other purpose, has commenced at a later time

to use it for the purpose of gaining or producing

income therefrom or for the purpose of gaining or pro-

ducing income from a business, the corporation shall

be deemed to have acquired it at that later time at

its fair market value at that time. R.S.O. 1970,

c. 91, s. 32 (8) par. 2.

3. Where property has, since it was acquired by a cor-

poration, been regularly used in part for the purpose

of gaining or producing income therefrom or for the

purpose of gaining or producing income from a business

and in part for some other purpose, the corporation

shall be deemed to have acquired, for the purpose of

gaining or producing income, the proportion of the

property that the use regularly made of the property

for gaining or producing income is of the whole use

regularly made of the property at a capital cost to the

215
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corporation equal to the same proportion of the capital

cost to it of the whole property ; and, if the property

has, in such a case, been disposed of, the proceeds

of disposition of the proportion of the property deemed
to have been acquired for gaining or producing income
shall be deemed to be the same proportion of the

proceeds of disposition of the whole property. R.S.O.

1970, c. 91. s. 32 (8) par. 5.

4. Where, at any time after a corporation has acquired

property, there has been a change in the relation

between the use regularly made by the corporation

of the property for gaining or producing income and
the use regularly made of the property for other

purposes,

(i) if the use regularly made by the corporation

of the property for the purpose of gaining or

producing income has increased, the corpora-

tion shall be deemed to have acquired at that

time depreciable property of that class at a

capital cost equal to the proportion of the fair

market value of the property as of that time

that the amount of the increase in the use

regularly made by the corporation of the

property for that purpose is of the whole use

regularly made of the property, and

(ii) if the use regularly made of the property

for the purpose of gaining or producing income
has decreased, the corporation shall be deemed
to have disposed at that time of depreciable

property of that class and the proceeds of dis-

position shall be deemed to be an amount
equal to the proportion of the fair market
value of the property as of that time that

the amount of the decrease in the use regularly

made by the corporation of the property for

that purpose -isjsf the whole use regularly made
of the property. R.S.O. 1970, c. 91, s. 32

(8) par. 6.

5. Where a corporation has received or is entitled to

receive a grant, subsidy or other assistance from a

government, municipality or other public authority

in respect of or for the acquisition of property, other

than an amount authorized to be paid under an
Appropriation Act (Canada) in respect of which the

provisions of clause e of subsection 7 of section 13 of

c. 63 (Can.) the Income Tax Act (Canada) would not apply, or an
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amount authorized to be paid under the Industrial

Research and Development Incentives Act (Canada)

or the Area Development Incentives Act (Canada)
and approved by the Minister, the capital cost of the

property shall be deemed to be the capital cost there-

of to the corporation minus the amount of the

grant, subsidy or other assistance. R.S.O. 1970,

c. 91, s. 32 (8) par. 8.

(7) In applying paragraphs 1, 2, 3 and 4 of subsection 6 in "Business"

respect of a corporation not resident in Canada, a reference to a

"business" shall be read as a reference to a business wholly

carried on in Canada or such part of a business as is wholly

carried on in Canada. R.S.O. 1970, c. 91, s. 32 (9).

(8) Where, in computing the income of a corporation for a^^gP^|^^K*°°

fiscal year, an amount has been deducted under clause ee of

subsection 1 of section 24 or the corporation has elected

under subsection 10 of section 24 to make a deduction in

respect of an amount that would otherwise have been deductible

under that clause, the amount shall, if it was a payment on

account of the capital cost of depreciable property, be deemed
to have been allowed to the corporation in respect of the

property under regulations made under clause a of subsection

1 of section 24 in computing the income of the corporation,

{a) for the fiscal year; or

[h) for the fiscal year in which the property was acquired, 4 \

whichever is the later. R.S.O. 1970, c. 91, s. 32 (12).

(9) Where a deduction has been made under the Canadian Y^^^^,
tr 1 /^ . . . r

deduction
Vessel Construction Assistance Act for any year, subsection 1 is under

applicable in respect of the prescribed class created by that vessel

Act or any other prescribed class to which the vessel may have Assfstmce^

been transferred. R.S.O. 1970, c. 91, s. 32 (13).
"'^^

(10) For the purposes of this section and any regulations J°g°^^®P*°°
made under clause a of subsection 1 of section 24 a vessel in y®^^®^

,
- , . , . . . deemed

respect oi which any conversion cost is incurred after March prescribed

23, 1967 shall, to the extent of the conversion cost, be deemed
to be included in a separate prescribed class. R.S.O. 1970,
c. 91, s. 32(14).

(11) Where a vessel owned by a corporation on January 1 . subdivision b
1966 or constructed pursuant to a construction contract pot applicable

entered into by the corporation prior to 1966 and not com- cases

pleted by that date is disposed of by the corporation before

1974,

215
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{a) subsection 1 and Subdivision B do not apply to the

proceeds of disposition,

(i) if an amount at least equal to the proceeds

of disposition is used by the corporation,

before 1974 and during the fiscal year of the

corporation in which the vessel is disposed of or

within 4 months from the end of the fiscal

year, under conditions satisfactory to the

Minister, either for replacement or to incur

any conversion cost with respect to a vessel

owned by the corporation, or

(ii) if the Minister certifies that the corporation

has, on satisfactory terms deposited,

(A) on or before the day on which the

corporation is required to file a return

for the fiscal year in which the vessel

was disposed of, or

(B) on or before such day subsequent to

the day referred to in sub-subclause A,

as the Minister may specify in respect

of the corporation,

an amount at least equal to the tax that

would, but for this subsection, be payable

by the corporation under this Part in respect

of the proceeds of disposition, or satisfactory

security therefor, as a guarantee that the

proceeds of disposition will be used before

1974 for replacement ; and

{b) the corporation may, within the time prescribed for

the filing of a return for the fiscal year in which the

vessel was disposed of, elect to have the vessel con-

stituted a prescribed class, or, if any conversion cost

in respect of the vessel has been included in a separate

prescribed class, have it transferred to that class, and,

if the corporation so elects, the vessel shall be deemed to

have been so transferred immediately before the dis-

position thereof but this clause does not apply unless

the proceeds of disposition of the vessel exceed the

amount that would be the undepreciated capital cost of

the property of the class to which it would be so

transferred. R.S.O. 1970, c. 91, s. 32 (15).
Election in

proceeds' of (12) Where a vessel owned by a corporation is disposed

of^ve8sei°° of by it, the corporation may, if subsection 11 does not apply
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to the proceeds of disposition or if the corporation does not

make an election under clause b of subsection 11, within the

time prescribed for the filing of a return for the fiscal year in

which the vessel is disposed of, elect to have the proceeds

that would be included in computing its income for the year

by virtue of this Part treated as proceeds of disposition of

property of another prescribed class that includes a vessel

owned by the corporation. R.S.O. 1970, c. 91, s. 32 (16).

(13) Where a separate prescribed class has been constituted Prescribed
^ '

. . class con-
either under this Act or the Canadian Vessel Construction stituted by

Assistance Act by virtue of the conversion of a vessel owned cost deemed

by a corporation and the vessel is disposed of by the corpora- ?fass°con-

tion, if no election is made under clause b of subsection 1 1 , vesse^^on'^

the separate prescribed class constituted by virtue of the ^^^p°^^^^°°

conversion shall be deemed to have been transferred to the

class in which the vessel was included immediately before

the disposition thereof. R.S.O. 1970, c. 91, s. 32 (17).

(14) Notwithstanding any other provision of this Act.^gn^jg®^^'

where a corporation has,

{a) expended an amount as described in subclause iii

of clause c of subsection 3; or

{b) made an election under clause b of subsection 11 '«*,j

with respect to a vessel and the proceeds of disposi- A v
tion of the vessel have been used before 1974 for ^ ^
replacement under conditions satisfactory to the li »

Minister, jW #

such reassessments of tax, interest or penalties shall be made *

as are necessary to give effect to subsections 3 and 11.

R.S.O. 1970,c. 91, s. 32(18).

(15) All or any part of a deposit made under subclause iiof^posit"
of clause a of subsection 11 or under the Canadian Vessel

Construction Assistance Act may be paid out to or on behalf

of any corporation which, under conditions satisfactory to

the Minister and as a replacement for the vessel disposed of,

acquires a vessel before 1974,

(a) that was constructed in Canada and is registered

in Canada or is registered under conditions satis-

factory to the Minister in any country or territory

to which the British Commonwealth Merchant Ship-

ping Agreement (signed at London on December 10,

1931) applies; and
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(b) in respect of the capital cost of which no allowance

has been made to any other corporation under this

Act or the Canadian Vessel Construction Assistance

Act,

or incurs any conversion cost with respect to a vessel owned
by the corporation that is registered in Canada or is registered

under conditions satisfactory to the Minister in any country

or territory to which the said British Commonwealth Merchant
Shipping Agreement applies, but the ratio of the amount
paid out to the amount of the deposit shall not exceed the ratio

of the capital cost to the corporation of the vessel or the

conversion cost to the corporation of the vessel, as the case

may be, to the proceeds of disposition of the vessel disposed

of; and any deposit or part of a deposit not so paid out

before 1974 or not paid out pursuant to subsection 16 shall

be paid to the Treasurer of Ontario. R.S.O. 1970, c. 91,

s.32(19).

(16) Notwithstanding any other provision of this section,

where a deposit was made by a corporation under subclause ii

of clause a of subsection 11 and the proceeds of disposition

in respect of which the deposit was made are not used by any
corporation before 1974 under conditions satisfactory to the

Minister as a replacement for the vessel disposed of,

(a) to acquire a vessel described in clauses a and b of

subsection 15; or

{b) to incur any conversion cost with respect to a vessel

owned by that corporation that is registered in

Canada or is registered under conditions satisfactory

to the Minister in any country or territory to which
the British Commonwealth Merchant Shipping Agree-

ment applies,

the Minister may refund to the corporation the deposit, or

the part thereof not paid out to the corporation under sub-

section 15, as the case may be, in which case there shall be

added, in computing the income of the corporation for the

fiscal year of the corporation in which the vessel was disposed

of, that proportion of the amount that would have been
included in computing the income of the corporation for the

year by virtue of this Part had the deposit not been made
under subclause ii of clause a of subsection 1 1 that the portion

of the proceeds of disposition not so used before 1974 as such

a replacement is of the proceeds of disposition ; and notwith-

standing any other provision of this Act such reassessments

of tax, interest or penalties shall be made as are necessary

to give effect to this subsection. R.S.O. 1970, c. 91, s. 32 (20).
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(17) In this section and any regulations made under i^terpre-

clause a of subsection 1 of section 24,

{a) "conversion", in respect of a vessel, means a conver-

sion or major alteration in Canada by a corporation

in accordance with plans approved in writing by the

Minister of Industry, Trade and Commerce for pur-

poses of the Income Tax A ct (Canada) and by the
^^g^'/can

)

Minister, and "conversion cost" means the cost of a

conversion as determined by the Minister;

{b) "depreciable property" of a corporation as of any
time in a fiscal year means property in respect of

which the corporation has been allowed, or is en-

titled to, a deduction under regulations made under
clause a of subsection 1 of section 24 in computing
income for that or a previous fiscal year;

ic) "disposition of property" includes any transaction

or event entitling a corporation to proceeds of dis-

position of property;

{d) "proceeds of disposition" of property includes,

(i) the sale price of property that has been sold,

(ii) compensation for property unlawfully taken, h ^*

(ill) comf)ensation for property destroyed and any
amount payable under a policy of insurance

in respect of loss or destruction of property,

(iv) compensation for property taken under statu-

tory authority or the sale price of prop-

erty sold to a person by whom notice of an
intention to take it under statutory authority

was given,

(v) compensation for property injuriously affected,

whether lawfully or unlawfully or under
statutory authority or otherwise,

(vi) compensation for property damaged and any
amount payable under a policy of insurance in

respect of damage to prop)erty, except to the

extent that such compensation or amount,
as the case may be, has within a reasonable

time after the damage been expended on re-

pairing the damage,

ft/

215



32

(vii) an amount by which the liability of a cor-

poration to a mortgagee is reduced as a result

of the sale of mortgaged property under a

provision of the mortgage, plus any amount
received by the corporation out of the pro-

ceeds of such sale, and

(viii) any amount included in computing a corpora-

tion's proceeds of disposition of the property
by virtue of clause c of section 70

;

[e) "total depreciation" allowed to a corporation before

any time for property of a prescribed class means
the aggregate of all amounts allowed to the corpora-

tion in respect of property of that class under regu-

lations made under clause a of subsection 1 of sec-

tion 24 in computing income for fiscal years before

that time;

(/) "undepreciated capital cost" to a corporation of

depreciable property of a prescribed class as of any
time means the capital cost to the corporation of

depreciable property of that class acquired before

that time minus the aggregate of,

(i) the total depreciation allowed to the corpora-

tion for property of that class before that time,

(ii) for each disposition before that time of prop-

erty of the corporation of that class, the least

of,

(A) the proceeds of disposition of the prop-

erty,

(B) the capital cost to the corporation of

the property, and

(C) the undepreciated capital cost to the

corporation of property of that class

immediately before the disposition,

(iii) each amount by which the undepreciated

capital cost to the corporation of depreciable

property of that class as of the end of a previous

year was reduced by virtue of subsection 2,

and

(iv) where the property of that class was acquired

by the corporation for the purpose of gaining

or producing income from a mine and the cor-
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poration so elects in prescribed manner and
within a prescribed time in respect of that

property, an amount equal to that portion of the

income derived from the operation of the mine
that is, by virtue of the provisions of the

Corporations Tax Application Rules, 1972 re-

lating to income from the operation of new
mines, not included in computing income of

the corporation or any other corporation ; and

{g) "vessel" means a vessel as defined in the Canada^-^^^'^^'^^'

Shipping Act. R.S.O. 1970, c. 91, s. 32 (4).

18.— (1) Where, as a result of a transaction occurring sa^e of
j^

after 1971, an amount has become payable to a corporation in and other

a fiscal year in respect of a business carried on or formerly
^

carried on by the corporation and the consideration given by
the corporation therefor was such that, if any payment had
been made by the corporation after 1971 for that considera-

tion, the payment would have been an eligible capital

expenditure of the corporation in respect of the business,

there shall be included in computing the corporation's income
for the year from the business the amount, if any, by which
one-half of the amount so payable, which one-half is hereafter

in this section referred to as an "eligible capital amount" in

respect of the business, exceeds the cumulative eligible

capital of the corporation in respect of the business immediately
before the amount so payable became payable to the * ^^>

corporation. pi *

(2) Where any amount is, by any provision of this Act.^^^^^^^*^ pM^ ^
deemed to be a corporation's proceeds of disposition of any payable ^
property disposed of by the corporation at any time, for the ^
purposes of subsection 1 that amount shall be deemed to have
become payable to it at that time.

(3) Where a corporation has, during a fiscal year but ^^J^j^^^'ig'^®^^^

after the latest time at which any amount payable to the expenses

corporation, in respect of which the corporation is required

by subsection 1 to include an amount in computing its income
for the year from a business, became payable to the corporation,

made or incurred outlays or expenses that are eligible capital

exf)enditures in respect of the business, notwithstanding

subsection 1 and clause a of subsection 4, the following

rules apply

,

{a) if the aggregate of the amounts that would, ac-

cording to the terms of subsection 1, be included

in computing the income of a corporation for the year

from the business is equal to or exceeds its

215



34

cumulative eligible capital in respect of the business
at the end of the year,

(i) the amount to be included in computing
the corporation's income for the year from the
business under subsection 1 is that aggregate
minus the amount that would otherwise be its

cumulative ehgible capital in respect of the
business at the end of the year, and

(ii) the corporation's cumulative eligible capital

in respect of the business at the end of the
year is nil ; and

{b) if the aggregate of amounts that would, according

to the terms of subsection 1, be included in com-
puting the corporation's income for the year from
the business is less than its cumulative eligible

capital in respect of the business at the end of the

year,

(i) no amounts shall be included in computing
the corporation's income for the year from
the business under subsection 1 , and

(ii) the corporation's cumulative eligible capital

in respect of the business at the end of the
year is the amount thereof otherwise deter-

mined minus that aggregate.

SStotion (4) In this section.

(a) "cumulative eligible capital" of a corporation at any
time in respect of a business means,

(i) one-half of the aggregate of the eligible

capital expenditures in respect of the business

made or incurred by the corporation before

that time,

minus,

(ii) the aggregate of,

(A) all amounts each of which is an amount
in respect of any fiscal year of the

corporation ending before that time,

equal to the amount deducted under
clause b of subsection 1 of section 24
in computing the income of the cor-

poration for that year from the busi-

ness.
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(B) for each eligible capital amount in

respect of the business that became
payable to the corporation before that

time, the lesser of,

1. the eligible capital amount, and

2. the cumulative eligible capital

of the corporation in respect of

the business immediately before

the disposition as a result of

which the eligible capital

amount became payable, and

(C) all amounts by which the cumulative

eligible capital of the corporation in

respect of the business at the end of

any fiscal year of the corporation

ending before that time was reduced

by virtue of subsection 3 ; and

(b) "eligible capital expenditure" of a corporation

in respect of a business means the portion of any
outlay or expense made or incurred by it, as a

result of a transaction occurring after 1971, on
account of capital for the purpose of gaining or

producing income from the business, other than any
such outlay or expense, ^ '-f^^

ft;
(i) in respect of which any amount is or would

be, but for any provision of this Act limiting

the quantum of any deduction, deductible, ^
otherwise than under clause b of subsection |^
1 of section 24, in computing the income of the

corporation from the business, or in respect of

which any amount is, by virtue of any pro-

vision of this Act other than clause b of

subsection 1 of section 22, not deductible in

computing such income,

(ii) made or incurred for the purpose of gaining

or producing income that is exempt income,

or

(iii) that is the cost of, or any part of the cost of,

(A) tangible property of the corporation,

(B) intangible property that is depreciable

property of the corporation,
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(C) property in respect of which any
deduction, otherwise than under clause

b of subsection 1 of section 24, is per-

mitted in computing its income from
the business or would be so permitted
if its income from the business were
sufficient for the purpose, or

(D) an interest in, or right to acquire, any
property described in any of sub-
subclauses A to C,

but, for greater certainty and without restricting

the generality of the foregoing, does not include
any portion of,

(iv) any amount paid or payable, as the case
may be, to any creditor of the corporation
as, on account or in lieu of payment of any
debt or as or on account of the redemption,
cancellation or purchase of any bond or

debenture,

(v) any amount paid or payable, as the case

may be, to a person as a shareholder of

the corporation, or

(vi) any amount that is the cost of, or any part of

the cost of.

*-"jj (A) an interest in a trust,

(B) an interest in a partnership,

(C) a share, bond, debenture, mortgage,

hypothec, note, bill or other similar

property, or

(D) an interest in, or right to acquire,

any property described in any of

sub-subclauses A to C. New.

«?W*" 19.—(1) Where in a fiscal year,
property
to snare-
*^oi<ier (a) a payment has been made by a corporation to a

shareholder otherwise than pursuant to a bona fide

business transaction

;

{b) funds or property of a corporation have been
appropriated in any manner whatever to, or for the
benefit of, a shareholder; or
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(c) a benefit or advantage has been conferred on a

shareholder by a corporation,

otherwise than,

(d) on the reduction of capital, the redemption of shares

or the winding-up, discontinuance or reorganization

of its business, or otherwise by way of a transaction

to which section 78 or 82 of this Act or Part II

of the Income Tax Act (Canada) applies;
c^63'(Can

)

{e) by the payment of a dividend; or

(/) by conferring on all holders of common shares

of the capital stock of the corporation a right

to buy additional common shares thereof,

the amount or value thereof shall be included in computing
the income of the corporation that is a shareholder therein

for the year. R.S.O. 1970, c. 91, s. 20 (1) {a).

(2) Where a corporation has in a fiscal year made a loan Shareholder

to a shareholder, the amount thereof shall be included in

computing the income of the shareholder for the year unless,

la) the loan was made, «»

in the ordinary course of its business and the \^ ^
lending of money was part of its ordinary W i*

business. Wjl

(ii) to an officer or servant of the corporation

to enable or assist him to purchase or erect

a dwelling house for his own occupation,

(ill) to an officer or servant of the corporation

to enable or assist him to purchase from the

corporation fully paid shares of the corporation

to be held by him for his own benefit, or

(iv) to an officer or servant of the corporation

to enable or assist him to purchase an
automobile to be used by him in the per-

formance of the duties of his office or

employment,

and bona fide arrangements were made at the time
the loan was made for repayment thereof within

a reasonable time; or

/
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Interest
on income
bonds

Idem

Application

14

{b) the loan was repaid within one year from the end
of the fiscal year of the corporation in which

it was made and it is established, by subsequent

events or otherwise, that the repayment was not

made as a part of a series of loans and repayments,

and, where the shareholder is a corporation, the amount so

included in computing its income for the year shall be deemed
to have been received by it as a dividend.

(3) An annual or other periodic amount paid by a cor-

poration resident in Canada to another corporation in respect

of an income bond or income debenture shall be deemed to

have been paid by the paying corporation and received by
the receiving corporation as a dividend on the share of the

capital stock of the paying corporation unless it is entitled

to deduct the amount so paid in computing its income.

(4) An annual or other periodic amount paid by a corpora-

tion not resident in Canada to another corporation in respect

of an income bond or income debenture shall be deemed to

have been received by the receiving corporation as a dividend

unless the amount so paid was, under the laws of the country

in which the paying corporation was resident, deductible in

computing the amount for the fiscal year on which the cor-

poration was liable to pay income or profits tax imposed by
the government of that country.

(5) For greater certainty, subsections 1 and 2 are applicable

in computing the income of a shareholder for the purposes of

this Part whether or not the paying corporation had a perma-

nent establishment in Ontario. R.S.O. 1970, c. 91, s. 20 (4),

amended.

Income and
capital
combined

20.—(1) Where a payment under a contract or other

arrangement can reasonably be regarded as being in part a

payment of interest or other payment of an income nature

and in part a payment of a capital nature, the part of the

payment that can reasonably be regarded as a payment of

interest or other payment of an income nature shall, irrespec-

tive of when the contract or arrangement was made or the

form or legal effect thereof, be included in computing the

recipient's income from property. R.S.O. 1970, c. 91, s. 19 (1).

Obligation
issued at
discount

1970-71,
c. 63 (Can.)

(2) Where, in the case of a bond, debenture, bill, note,

mortgage, hypothec or similar obligation issued after Decem-
ber 20, 1960 and before June 18, 1971 by a person exempt
from tax under section 149 of the Income Tax Act (Canada),

a non-resident person not carrying on business in Canada, or a

government, municipality or municipal or other public body
performing a function of government,
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(a) the obligation was issued for an amount that is less

than the principal amount thereof;

{b) the interest stipulated to be payable on the obligation,

expressed in terms of an annual rate on,

(i) the principal amount thereof, if no amount is

payable on account of the principal amount
before the maturity of the obligation, or

(ii) the amount outstanding from time to time as

or on account of the principal amount thereof,

in any other case,

is less than 5 per cent; and

(c) the yield from the obligation, expressed in terms of

an annual rate on the amount for which the obligation

was issued, which annual rate shall, if the terms of

the obligation or any agreement relating thereto

conferred upon the holder thereof a right to demand
payment of the principal amount of the obligation

or the amount outstanding as or on account of the

principal amount thereof, as the case may be, before

the maturity of the obligation, be calculated on the

basis of the yield that produces the highest annual
rate obtainable either on the maturity of the obliga- 1^.

tion or conditional upon the exercise of any such
li ^

right, exceeds the annual rate determined under * *

clause b by more than one-third thereof.

N# #

the amount by which the principal amount of the obligation ^
exceeds the amount for which the obligation was issued shall

^
be included in computing the income of the corporation that

is the first owner of the obligation that is a resident of Canada
and is not a corporation exempt from tax under section 149

of the Income Tax Act (Canada) or a government, for the ^^'^"^^•^^^

.

fiscal year of the owner of the obligation in which it became
the owner thereof. R.S.O. 1970, c. 91, s. 19 (2), amended.

(3) Where, in the case of a bond, debenture, bill, note,!'^®'"

mortgage, hypothec or similar obligation issued after June 18,

1971 by a person exempt from tax under section 149 of the

Income Tax Act (Canada), a non-resident person not carrying

on business in Canada, or a government, municipality or

municipal or other pubhc body performing a function of

government,

(a) the obligation was issued for an amount that is less

than the principal amount thereof ; and
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(6) the jdeld from the obHgation, expressed in terms

of an annual rate on the amount for which the

obHgation was issued, which annual rate shall, if the

terms of the obligation or any agreement relating

thereto conferred upon the holder thereof a right to

demand payment of the principal amount of the

obligation or the amount outstanding as or on account

of the principal amount thereof, as the case may be,

before the maturity of the obligation, be calculated

on the basis of the yield that produces the highest

annual rate obtainable either on the maturity of the

obligation or conditional upon the exercise of any
such right, exceeds four-thirds of the interest stipu-

lated to be payable on the obligation, expressed in

terms of an annual rate on,

(i) the principal amount thereof, if no amount is

payable on account of the principal amount
before the maturity of the obligation, or

(ii) the amount outstanding from time to time as

or on account of the principal amount thereof,

in any other case,

the amount by which the principal amount of the obligation

exceeds the amount for which the obligation was issued shall

be included in computing the income of the corporation that is the

first owner of the obligation that is a resident of Canada and
is not a corporation exempt from tax under section 149 of

1970-71, the Income Tax Act (Canada) or a government, for the fiscal

.

.

year of the owner of the obligation in which it became the
* "* owner thereof. New.

oFivLba'^i°^ (4) Subsection 1 does not apply to any amount received

by a corporation in a fiscal year,

(fl) as an annuity payment

;

(b) as a refund of premiums or contributions paid by the

holder of a life annuity contract, as defined by regu-

lation, upon the death of such holder; or

(c) in satisfaction of the rights of the corporation under
a life annuity contract, as defined by regulation,

that was entered into before June 14, 1963 except

to the extent that the amount so received, exceeds

the aggregate of,

(i) the value of its rights under the contract on
the second anniversary date of the contract

to occur after October 22, 1968, and
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(ii) the aggregate of premiums paid by the cor-

poration under the contract after the said

second anniversary date. R.S.O. 1970, c. 91,

s. 19 (5).

(5) Subsection 1 does not apply in any case where sub-^'^®'"

section 2 or 3 apphes. R.S.O. 1970, c. 91, s. 19 (4).

2 1 .—
^( 1) Where a corporation resident in Canada has loaned ^°^^

^°

money to a non-resident person and the loan has remained resident

T f , . , . person
outstandmg for one year or longer without mterest at a

reasonable rate having been included in computing the lender's

income, interest thereon, computed at 5 per cent per annum
for the fiscal year or part of the year during which the loan

was outstanding, shall, for the purpose of computing the

lender's income, be deemed to have been received by the

lender on the last day of each fiscal year during all or part

of which the loan has been outstanding.

(2) Subsection 1 does not apply if the loan was made to^^*'®?**'*"

a subsidiary controlled corporation and it is established that

the money that was loaned was used in the subsidiary cor-

poration's business for the purpose of gaining or producing
income. R.S.O. 1970, c. 91, s. 30.

Deductions ^'3U

22.—(1) In computing the income of a corporation from ajj^i^ations ;|i *

business or property no deduction shall be made in respect TIm C
of, ^J

/
{a) an outlay or expense except to the extent that it was Jj^j^^ai^jj w

made or incurred by the corporation for the purpose

of gaining or producing income from the business or

property

;

(b) an outlay, loss or replacement of capital, a payment j^^p^^*j'q°^*'

on account of capital or an allowance in respect of

depreciation, obsolescence or depletion except as

expressly permitted by this Part;

(c) an outlay or expense to the extent that it may Limitation

reasonably be regarded as having been made or in-fncome^

curred for the purpose of gaining or producing exempt
income or in connection with property the income
from which would be exempt

;

{d) the annual value of property except rent for prop- Annual value

erty leased by the corporation for use in its business ; "
°
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^^

Reserves,
etc.

Payments on
discounted
bonds

Payments on
Income
bonds

Limitation re
employer's
contribution
under
supple-
mentary
unemploy-
ment benefit
plan

Limitation re
employer's
contribution
under
deferred
profit
sharing
plan

Limitations
re employer's
contribution
under profit
sharing plan

Use of
recreational
facilities
and club
dues

(e) an amount transferred or credited to a reserve, con-

tingent account or sinking fund except as expressly

permitted by this Part;

(/) an amount paid or payable as or on account of the

principal amount of any obligation described in

clause / of subsection 1 of section 24 except as

expressly permitted by that clause;

{g) an amount paid by a corporation as interest or

otherwise to holders of its income bonds or income
debentures unless the bonds or debentures have been

issued or the income provisions thereof have been
adopted since 1930,

(i) to afford relief to the debtor from financial

difficulties, and

(ii) in place of or as an amendment to bonds or

debentures that at the end of 1930 provided

unconditionally for a fixed rate of interest

;

(A) an amount paid by a corporation to a trustee under

a supplementary unemployment benefit plan except

as expressly permitted by section 119;

{i) an amount paid by a corporation to a trustee under

a deferred profit sharing plan except as expressly per-

mitted by section 120;

{j) an amount paid by a corporation to a trustee under

a profit sharing plan that is not,

(i) an employees profit sharing plan,

(ii) a deferred profit sharing plan, or

(iii) a registered pension fund or plan ; or

{k) an outlay or expense made or incurred by the cor-

poration after 1971,

(i) for the use or maintenance of property that is

a yacht, a camp, a lodge or a golf course or

facility, unless the corporation made or in-

curred the outlay or expense in the ordinary

course of its business of providing the property

for hire or reward, or

(ii) as membership fees or dues, whether initiation

fees or otherwise, in any club the main pur-

pose of which is to provide dining, recreational

or sporting facilities for its members.
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(/) the amount of a management or administration ^^"^srement

fee or charge paid or credited, or deemed to be

paid or credited, to a non-resident person to the

extent that such amount is subjected to taxation

under paragraph a of subsection 1 of section 212

of the Income Tax Act (Canada)

;

c^^ (Can

)

im) where a corporation has agreed to sell or issue special
Provision

shares of the capital stock of the corporation or

of a corporation with which it does not deal at

arm's length to an employee of the corporation or

of a corporation with which it does not deal at

arm's length, the income for a fiscal year of the

corporation or of a corporation with which it does not

deal at arm's length shall be deemed to be not less

than its income for the fiscal year would have been

if a benefit had not been conferred on the employee
by the sale or issue of the shares to him or to a

person in whom his rights under the agreement have
become vested. R.S.O. 1970, c. 91, s. 24.

(2) Notwithstanding clause c of subsection 1 of section 24, J^e^na^n^
in computing the income of the corporation for a fiscal year interest and

from a business or property, no deduction shall be made in taxes on land

respect of any amount paid or payable by the corporation

in the year and after 1971 as, on account or in lieu of pay-

ment of, or in satisfaction of, j /

. %
{a) interest on borrowed money used to acquire land, jk |i

or on an amount payable by the corporation for P »

land ; or «# #

(6) property taxes, not including income or profits taxes |^

or taxes computed by reference to the transfer of

property, paid or payable by the corporation in

resjject of land to a province or a Canadian
municipality

,

if, having regard to all the circumstances, including the

cost to the corporation of the land in relation to its gross

revenue, if any, therefrom for that or any previous year,

the land cannot reasonably be considered to have been,

in that year,

(c) included in the inventory of a business carried on

by the corporation

;

[d) otherwise used in, or held in the course of,

carrying on a business carried on by the corporation

;

or
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(e) held primarily for the purpose of gaining or pro-

ducing income of the corporation from the land for

that year

,

except to the extent that the corporation's gross revenue,

if any, from the land for that year exceeds the aggregate of

all other amounts deducted in computing its income from the

land for that year.

"ImS^m^"^ (^) ^" subsection 2, "land" does not include,

sabs. 2

(a) any property that is a building or other depreciable

property affixed to land

;

{b) the land subjacent to any property described in

clause a ; or

(c) such land immediately contiguous to the land

described in clause b as may reasonably be con-

sidered to be used in connection with any property

described in clause a.

deducth3n"oP (^) Notwithstanding any other provision of this Act, in

interest by computing the income for a fiscal year of a corporation

corporations resident in Canada from a business or property, no deduction

shall be made in respect of that proportion of any amount
otherwise deductible in computing its income for the year in

respect of interest paid or payable by it on outstanding

debts to specified non-residents that,

(fl) the amount, if any, by which

,

(i) the greatest amount that the corporation's

outstanding debts to specified non-residents

was at any time in the year,

exceeds,

(ii) three times the aggregate of,

(A) the corporation's paid-up capital limit

within the meaning of subsection 1 of

section 83 at the commencement of

the year,

(B) the amount that the corporation's

designated surplus would be immedi-
ately after the commencement of the

year, if control of the corporation,

within the meaning of Part VII of
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the Income Tax Act (Canada), had been ^^^-Ih
. ^ " c.63(Can.)

acquired by another corporation at

that time,

(C) the corporation's tax-paid un-
distributed surplus on hand at the

commencement of the year,

(D) the corporation's 1971 capital surplus

on hand at the commencement of the

year, and

(E) the corporation's capital dividend
account, within the meaning of sub-

section 1 of section 83 immediately
after the commencement of the year,

is of,

(6) the amount determined under subclause i of clause a

in respect of the corporation for the year. R.S.O.

1970,c. 91,s. 22.

(5) In subsection 4, "outstanding debts to specified non- ^®*°j*°» o^

residents" of a corporation at any particular time in a fiscal expressions

year means the aggregate of amounts each of which is an
amount outstanding at that time as or on account of a debt or

other obligation to pay an amount, .-v^^

(a) that was payable by the corporation to a person ^ H
who was, at any time in the year, P fi

(i) a shareholder of the corporation who, either J^
alone or together with persons with whom ^
the shareholder was not dealing at arm's

length, owned 25 per cent or more of the

issued shares of any class of the corporation

and who was,

(A) a person not resident in Canada, or

(B) a non-resident-owned investment cor-

poration, or

(ii) a person described in sub-subclause A or B
of subclause i who was not dealing at arm's

length with a shareholder described in sub-

clause i, and

(6) on which any amount in respect of interest paid

or payable by the corporation is or would be, but
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for subsection 4, deductible in computing the cor-

poration's income for the year.

oncondfuon (^) ^^ere any loan is made by a person, in this subsection

referred to as the "first lender", to another person on condition

that a loan be made by any person, in this subsection

referred to as the "subsequent lender", to a corporation to

which the provisions of subsection 1 of section 2 apply, for

the purposes of subsections 4 and 5 the lesser of,

(a) the amount of the loan so made by the first lender

to the other person; and

(6) the amount of the loan so made by the subsequent

lender to the corporation,

shall be deemed to be a debt incurred by the corporation to

the first lender.

Limitation on (7) Where
application ^ '

'

of s. 25 where
subs 4
applicable (a) section 25 is applicable in respect of an amount or

a part of an amount specified by a corporation resident

in Canada in its election under that section that, but

for that section, would have been deductible in com-

puting its income for a fiscal year

;

(6) a portion of the amount or of the part of the amount
described in clause a may reasonably be considered

to be an amount that, but for section 25, would have

been deductible in computing the income of the

corporation for the year in respect of interest paid or

payable by it on outstanding debts to specified non-

residents ; and

(c) subsection 4 is or would be, if this Act were read

without reference to section 25, applicable in com-

puting the income of the corporation for the year,

notwithstanding section 25, that proportion of the portion

described in clause b that, but for this subsection, would,

(d) be added by virtue of section 25 to the capital cost

to the corporation of depreciable property acquired

by it ; or

{e) be deemed by section 25 to be exploration, prospecting

and development expenses incurred by it in the year

,
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as the case may be, that the amount determined under clause a

of subsection 4 in respect of the corporation for the year is of the

amount determined under clause h of subsection 4 in respect of

the corporation for the year shall not be so added or be so

deemed, as the case may be. New.

23. In computing income, no deductions shall be made in Limitation
t ^ ^ I , ^ t

re advertising
respect of an otherwise deductible outlay or expense of a expense

corporation for advertising space in an issue of a non-

Canadian newspaper or periodical dated after the 31st day of

December, 1965, for an advertisement directed primarily to

a market in Canada if such outlay or expense is not deductible

in computing its income under Part I of the Income Tax Act i970-7i,
c 63 (Can

)

(Canada) pursuant to section 19 of that Act. R.S.O. 1970,

c. 91, s. 24 (3), amended.

24.—(1) Notwithstanding clauses a and h of subsection 1 Deductions
f , r>r> • ,• i.- > • £ c ^

permitted
of section II, in computing a corporation s income for a fiscal m computing

year from a business or property, there may be deducted tmsiness'or"

such of the following amounts as are wholly applicable to P^'op^^'^^y

that source or such part of the following amounts as may
reasonably be regarded as applicable thereto

,

{a) such part of the capital cost to the corporation capital cost

of property, or such amount in respect of the capital ° p''°p®^ ^

cost to the corporation of property, if any, as is

allowed by regulation

;

.c>

,

\
{b) such amount as the corporation may claim in respect

eu'^bie
*^*^^ \ 1

i,

of any business, not exceeding 10 per cent of its capital ^
cumulative eligible capital in respect of the business ||^ £
at the end of the year

;

^
(c) an amount paid in the year or payable in respect of the interest

fiscal year, depending upon the method regularly

followed by the corporation in computing its income,

pursuant to a legal obligation to pay interest on,

(i) borrowed money used for the purpose of

earning income from a business or property,

other than borrowed money used to acquire

property the income from which would be
exempt or to acquire a life insurance policy,

(ii) an amount payable for property acquired

for the purpose of gaining or producing income
therefrom or for the purpose of gaining or

producing income from a business, other than
property the income from which would be
exempt or property that is an interest in a
hfe insurance policy, or
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(iii) subject to the approval of the Minister, an
amount paid to the corporation under,

(A) an Appropriation Act (Canada) for the

purpose of advancing or sustaining the

technological capability of Canadian
manufacturing or other industry, or

(B) the Northern Mineral Exploration As-

sistance Regulations made under an
Appropriation Act (Canada),

or a reasonable amount in respect thereof, which-

ever is the lesser

;

fnterest^** (^) an amount paid in the fiscal year pursuant to a legal

obligation to pay interest on an amount that would
be deductible under clause c if it were paid in the fiscal

year or payable in respect of the fiscal year;

^suing^"*^ (g) an expense incurred in the fiscal year,

shares or
borrowing ,^ ^ c • n- i r i_
money (i) m the course of issumg or sellmg shares of the

capital stock of the corporation, or

(ii) in the course of borrowing money used by the

corporation for the purpose of earning income

from a business or property, other than money
used by the corporation for the purpose of

acquiring property the income from which

would be exempt,

but not including any amount in respect of,

(iii) a commission or bonus paid or payable to a

person to whom the shares were issued or sold

or from whom the money was borrowed, or

for or on account of services rendered by a

person as a salesman, agent or dealer in securi-

ties in the course of issuing or selling the

shares or borrowing the money, or

(iv) an amount paid or payable as or on account

of the principal amount of the indebtedness

incurred in the course of borrowing the money,
or as or on account of interest;

^n^certaL ^) ^^ amount paid in the year in satisfaction of the
obligations principal amount of any bond, debenture, bill, note,

mortgage, hypothec or similar obligation issued by
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the corporation after June 18, 1971 on which interest

was stipulated to be payable, to the extent that the

amount so paid does not exceed,

(i) in any case where the obligation was issued

for an amount not less than 97 per cent of the

principal amount thereof, and the yield from
the obligation, expressed in terms of an annual

rate on the amount for which the obligation

was issued, which annual rate shall, if the terms

of the obligation or any agreement relating

thereto conferred upon the holder thereof a

right to demand payment of the principal

amount of the obligation or the amount out-

standing as or on account of the principal

amount thereof, as the case may be, before

the maturity of the obligation, be calculated

on the basis of the yield that produces the

highest annual rate obtainable either on the

maturity of the obligation or conditional upon
the exercise of any such right, does not exceed

four-thirds of the interest stipulated to be

payable on the obligation, expressed in terms
of an annual rate on,

(A) the principal amount thereof, if no
amount is payable on account of the ^u
principal amount before the maturity ^ \
of the obligation, or ^ ^

(B) the amount outstanding from time to ^^
time as or on account of the principal ^^
amount thereof, in any other case, r

the amount by which the lesser of the principal

amount of the obligation and the amount so

paid in satisfaction of the principal amount
thereof exceeds the amount for which the

obligation was issued, and

(ii) in any other case, one-half of the amount
by which the lesser of the principal amount
of the obligation and the amount so paid in

satisfaction of the principal amount thereof

exceeds the amount for which the obligation

was issued;

ig) an amount payable in the year as a fee for services share^^

rendered by a person as a registrar of or agent for and other

the transfer of shares of the capital stock of the
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Idem

Idem

corporation or as an agent for the remittance to

shareholders of the corporation of dividends declared

by it;

(h) an amount payable in the year as a fee to a stock

exchange for the listing of shares of the capital stock

of the corporation

;

{{) an expense incurred in the year in the course of

printing and issuing a financial report to shareholders

of the corporation or to any other person entitled by
law to receive such report

;

Certification
fee paid to
bank

R.S.C. 1970.
c. B-1

(j) an amount payable by the corporation in the year

as a fee to a bank to which the Bank Act (Canada)

or the Quebec Savings Banks Act applies for the

certification of a non-interest-bearing post-dated bill

drawn by the corporation on the bank and payable

not more than 90 days from the date of the certi-

fication
;

Sale of
bill

Repayment
of loan by
shareholder

Combined
income and
capital

(k) where a bill described in clause j that was drawn
by the corporation has been sold by the corporation

in the fiscal year, the amount, if any, by which the

principal amount of the bill exceeds the considera-

tion paid by the purchaser to the corporation for the

bill so sold

;

(/) such part of any loan repaid by the corporation in

the fiscal year as was by subsection 2 of section 19

required to be included in computing the income of the

corporation for a previous year, except to the extent

that the amount of the loan was deductible from the

corporation's income for the purpose of computing
its taxable income for that previous year, if it is

established by subsequent events or otherwise that

the repayment was not made as part of a series of

loans and repayments;

(m) such part of a payment,

(i) repaying borrowed money used for the purpose

of earning income from a business or property,

other than borrowed money used to acquire

property the income from which would be

exempt, or

(ii) for property acquired for the purpose of gain-

ing or producing income therefrom or for the

purpose of gaining or producing income from
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a business, other than property the income from
which would be exempt,

made by the corporation in the fiscal year as is

by subsection 1 of section 20 required to be included

in computing the recipient's income for a fiscal year;

(n) a reasonable amount as a reserve for, Reserve for
^ ' doubtful

debts

(i) doubtful debts that have been included in

computing the income of the corporation for

that fiscal year or a previous fiscal year, and

(ii) doubtful debts arising from loans made in the

ordinary course of business by a corporation

part of whose ordinary business was the lend-

ing of money

;

(o) subject to subsection 7, where amounts described
^^^^^^J^^j"

in clause a of subsection 1 of section 16 have been certain

included in computing the corporation's income services

from a business for the fiscal year or a previous

fiscal year, a reasonable amount as a reserve in

respect of,

(i) goods that it is reasonably anticipated will

have to be delivered after the end the year.

(ii) services that it is reasonably anticipated will

have to be rendered after the end of the year, l

S

(iii) periods for which rent or other amounts for ^
the possession or use of land or chattels have

t!>

been paid in advance, or

(iv) repayments under arrangements or under-

standings of the class described in subclause

ii of clause a of subsection 1 of section 16 that it

is reasonably anticipated will have to be made
after the end of the year on the return or

resale to the corporation of articles other than

bottles

;

{p) where an amount has been included in computing the ^^^erve for

corporation's income from the business for the fiscal receivable
^

e • /- 1 , i-
until later

year or for a previous fiscal year in respect of prop- year

erty sold in the course of the business and that

amount or a part thereof is not receivable,

(i) where the property sold is prop)erty other

than land, until a day that is,

215



52

(A) more than two years after the day on
which the property was sold,

and

Reserve for
quadrennial
survey

R.S.C. 1970,
c. S-9

Bad debts

^3tP.

Employer's
contribution
to pension
fund

(B) after the end of the fiscal year, or

(ii) where the property sold is land, until a day
that is after the end of the fiscal year,

a reasonable amount as a reserve in respect of such
part of the amount so included in computing the

income as may reasonably be regarded as a portion

of the profit from the sale;

(q) such amount as may be prescribed as a reserve for

expenses to be incurred by the corporation by reason

of quadrennial or other special surveys required under

the Canada Shipping Act, or the regulations there-

under, or under the rules of any society or association

for the classification and registry of shipping approved

by the Minister of Transport for the purposes of

the Canada Shipping A ct
;

[r) the aggregate of debts owing to the corporation,

(i) that are established by the corporation to have
become bad debts in the fiscal year, and

(ii) that have, except in the case of debts arising

from loans made in the ordinary course of

business by a corporation part of whose ordin-

ary business was the lending of money, been

included in computing the income of the cor-

poration for the fiscal year or a previous fiscal

year;

(s) an amount paid by the corporation in the fiscal year

or within 120 days from the end of the fiscal year

to or under a registered pension fund or plan in

respect of services rendered by employees of the cor-

poration in the fiscal year, subject , however, as follows

:

(i) in any case where the amount so paid is

the aggregate of amounts each of which is

identifiable as a specified amount in respect

of an individual employee of the corporation,

the amount deductible under this clause in

respect of any one such individual employee
is the lesser of the amount so specified in

respect of that employee and $2,500, and
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(ii) in any other case, the amount deductible

under this clause is the lesser of the amount
so paid and an amount determined in pre-

scribed manner, not exceeding, however,

$2,500 multiplied by the number of employees
of the corporation in respect of whom the

amount so paid by the corporation was paid

by it,

plus such amount as may be deducted as a special

payment under clause u
;

{t) where a registered pension fund or plan contains i^^®™

a provision under which the corporation may provide

superannuation or pension benefits for an employee
or former employee of the corporation by making a

lump sum payment to or under the fund or plan

in the fiscal year in which the employee or former

employee,

(i) becomes eligible to retire,

(ii) retires or otherwise ceases to be employed
by the corporation, or

(iii) reaches an age at which the superannuation

or pension benefits so provided for become
p»ji

payable or commence to be payable to him, ^
an amount paid by the corporation in the fiscal year P »

or within 60 days from the end of the fiscal year "'^ #

pursuant thereto as the lump sum in respect of an jf
employee or former employee who, in the fiscal year, p
became eligible to retire, retired or otherwise ceased

to be employed by the corporation or reached the age

referred to in subclause iii, except to the extent

that it is deductible under clause s

;

(m) where the corporation is an employer, the amount Empioyer-a

of a special payment made by it in the fiscal year tribution

on account of an employees' superannuation or pension

fund or plan in respect of past services of employees
pursuant to a recommendation by a qualified

actuary in whose opinion the resources of the fund or

plan were required to be augmented by an amount
not less than the amount of the special payment to

ensure that all the obligations of the fund or plan

to the employees may be discharged in full, if the

payment was made so that it is irrevocably vested

in or for the fund or plan and the payment has been
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approved by the Minister, and for greater certainty

and without restricting the generahty of this clause,

it is hereby declared that this clause is applicable

where the resources of a fund or plan were required

to be augmented by reason of an increase in the

superannuation or pension benefits payable out of

or under the fund or plan

;

Scientiflc
research [v) such amount in respect of expenditures on scientific

research as is permitted by section 39

;

Patronage
dividends

[w] such amounts in respect of payments made by the

corporation pursuant to allocations in proportion

to patronage as are permitted by section 112;

Mining taxes

Employer's
contribution
under profit
sharing plan

Employer's
contribution
under
registered
supple-
mentary
unemploy-
ment
benefit plan

Employer's
contribution
under
deferred
profit
sharing plan

Cancellation
of lease

Landscaping
of grounds

(x) such amount as is allowed by regulation in respect

of taxes on income for the fiscal year from mining

operations

;

(y) an amount paid by a corporation to a trustee in trust

for employees of such corporation or of a corporation

with which such corporation does not deal at arm's

length, under an employees profit sharing plan as

permitted by section 118;

(z) an amount paid by the corporation to a trustee under

a registered supplementary unemployment benefit

plan as permitted by section 1 19

;

(aa) an amount paid by the corporation to a trustee

under a deferred profit sharing plan as permitted

by subsection 5 of section 120

;

(bb) an amount that would not otherwise be deductible,

paid by the corporation in the fiscal year to a person

with whom it was dealing at arm's length for the

cancellation of a lease of property of the corporation

leased by it to that person

;

{cc) an amount paid by the corporation in the fiscal year

for the landscaping of grounds around a building

or other structure of the corporation that is used by it

primarily for the purpose of gaining or producing

income therefrom or from a business

;

One-half fees
paid to in-
vestment
counsel

(dd) an amount equal to one-half of the fee paid by the

corporation in the fiscal year to a person for advice

as to the advisability of purchasing or selling a

specific share or security, if that person's principal

business is advising others as to the advisability of

purchasing or selling specific shares or securities;
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(ee) an amount paid by the corporation in the fiscal year
^J'p®"^®^

°^

as or on account of expenses incurred by it in making sentation

any representation relating to a business carried

on by it,

(i) to the government of a country, province or

state or to a municipal or public body per-

forming a function of government in Canada, or

(ii) to an agency of a government or of a

municipal or public body referred to in sub-

clause i that had authority to make rules,

regulations or by-laws relating to the business

carried on by the corporation,

including any representation for the purpose of

obtaining a licence, permit, franchise or trade mark
relating to the business carried on by the corporation

;

(Jf) an amount paid by the corporation in the fiscal year
of gf^

"^*'*°°

for investigating the suitability of a site for a

building or other structure planned by the corporation

for use in connection with a business carried on by
the corporation ; and

(ee) an amount paid by the corporation in the fiscal year utilities

to a person, other than a person with whom the connection

corporation was not dealing at arm's length, for th§ ^h
purpose of making a service connection to its place of )i

business for the supply, by means of wires, pipe or 4l

conduits, of electricity, gas, telephone service, water \^ t
or sewers supplied by such person, to the extent that ^
the amount so paid was not paid, i^

»

(i) to acquire property of the corporation, or

(ii) as consideration for the goods or services for

the supply of which the service connection

was undertaken or made. R.S.O. 1970, c. 91,

s. 23, amended.

(2) No corporation shall sell, pledge, assign or in any way ^iBposai of

dispose of any security received by it as payment in whole or where
^

c
-^

-^
1 1 1 • 1 , • , reserve rem part for any property sold by it, where the corporation hassaieof

set up a reserve in respect of the sale of the property under this
'"^"^'^'^

section unless the corporation has provided the Minister, in

writing, with the names of the purchaser, pledgee or assignee

and with the amount of cash to be received by the corporation

for the security and has obtained the written consent of the

Minister with respect to such transaction. R.S.O. 1970, c. 91,

s. 61 (9).
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Borrowed
money (3) For the purposes of clause c of subsection 1, where a

corporation has borrowed money in consideration of its promise

to pay a larger amount and to pay interest on the larger amount,

(a) the larger amount shall be deemed to be the amount
borrowed ; and

*>.>Si>

Idem

Uncol-
lectable
portion of
proceeds
of dis-
position
of
depreciable
property

{b) where the amount actually borrowed has been used

in whole or in part for the purpose of earning income
from a business or property, the proportion of the larger

amount that the amount actually so used is of the

amount actually borrowed shall be deemed to be the

amount so used. R.S.O. 1970, c. 91, s. 23 (6).

(4) For greater certainty, it is hereby declared that where a

corporation has borrowed money,

(a) to repay money previously borrowed ; or

(6) to pay an amount payable for property described

in subclause ii of clause c of subsection 1 previously

acquired

,

the borrowed money shall, for the purposes of section 25 and
clause c or w of subsection 1, be deemed to have been used for

the purpose for which the money previously borrowed was
used or was deemed by this subsection to have been used, or to

•acquire the property in respect of which the said amount was
so payable, as the case may be. R.S.O. 1970, c. 91, s. 23 (7).

(5) Where an amount that is owing to a corporation as or on
account of the proceeds of disposition of depreciable property

of the corporation of a prescribed class is established by it to

have become a bad debt in a fiscal year, there may be

deducted in computing the income of the corporation for the

fiscal year, the lesser of,

(a) the amount so owing to the corporation ; and

{h) the amount, if any, by which the capital cost to the

corporation of that property exceeds the aggregate of

the amounts, if any, realized by it on account of the

proceeds of disposition. R.S.O. 1970, c. 91, s. 23 (14).

Sale of (6) Where depreciable property of a corporation has, in a

for sale of fiscal year, been disposed of to a person with whom the

incfuled^ Corporation was dealing at arm's length, and the proceeds of

o°§upo8ition disposition include an agreement for sale of or mortgage or

hypothec on land that the corporation has, in a subsequent

fiscal year, sold to a person with whom it was dealing at
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arm's length, there may be deducted in computing the income
of the corporation for the subsequent fiscal year an amount
equal to the lesser of,

{a) the amount, if any, by which the principal amount
of the agreement for sale, mortgage or hypothec
outstanding at the time of the sale exceeds the con-

sideration paid by the purchaser to the corporation

for the agreement for sale, mortgage or hypothec;
and

{b) the amount determined under clause a less the

amount, if any, by which the proceeds of disposition

of the depreciable property exceed the capital cost

to the corporation of that property. R.S.O. 1970,

c. 91, s. 23 (15).

(7) Where an amount is deductible in computing income special

r r- ^ 11 fi -4 • reserves
for a fiscal year under clause o of subsection 1 as a reserve in

respect of,

(a) articles of food or drink that it is reasonably anti-

cipated will have to be delivered after the end of the

year; or

(b) transportation that it is reasonably anticipated will

have to be provided after the end of the year,

there shall be substituted for the amount determined there- ^J^

under an amount not exceeding the aggregate of amounts \
li

included in computing the corporation's income from the 3 m
business for the year that were received or receivable, depend- !<^ %
ing on the method regularly followed by the corporation in ^
computing its profit, in the year in respect of, ir

(c) articles of food or drink not delivered before the end
of the year; or

(d) transportation not provided before the end of the

year,

as the case may be. R.S.O. 1970, c. 91, s. 61 (3).

(8) Clause o of subsection 1 does not apply to allow a^^'^^P^o"

deduction,

{a) as a reserve in respect of guarantees, indemnities or

warranties;

{b) in computing the income of a corporation for a fiscal

year from a business in any case where the corpora-
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No deduction
In respect of

firoperty
n certain
circum-
stances

tion's income for the fiscal year from that business

is computed in accordance with the method authorized

by subsection 1 of section 31 ; or

(c) as a reserve in respect of insurance, except that an
insurance corporation shall, in computing its income
for a fiscal year from an insurance business, other

than a life insurance business, carried on by it,

deduct as policy reserves such amounts as are pre-

scribed for the purposes of this clause. R.S.O. 1970,

c. 91,s. 61 (4).

(9) Clause p of subsection 1 does not apply to allow a

deduction in computing the income of a corporation for a

fiscal year from a business in respect of property sold in

the course of the business where the corporation ceases to have
a permanent establishment in Canada or becomes exempt
from tax under any provision of this Part at any time in the

fiscal year or in the immediately following fiscal year. R.S.O.

1970,c. 91,s. 61 (7).

Application
of 81

: subs.
Kee)

Foreign
state
income
taxes

(10) In lieu of making any deduction of an amount per-

mitted by clause ee of subsection 1 in computing its income
for a fiscal year from a business a corporation may, if it so

elects in prescribed manner, make a deduction of one-tenth

of that amount in computing its income for that fiscal year

and a like deduction in computing its income for each of the

immediately following fiscal years. R.S.O. 1970,c. 91,s.23(17).

(11) In computing the income of a corporation for a fiscal

year from a business carried on by the corporation in a country

other than Canada, there may be deducted the amount, if any,

of any income or profits taxes paid to the government of a
state, province or other political subdivision of that country

to the extent that such taxes.

(a) were deductible under the laws of that country in

computing the amount for the year on which the cor-

poration is liable to pay income or profits tax imposed

by the government of that country ; and

{b) may reasonably be regarded as having been paid in

respect of the income of the corporation for the fiscal

year from that business. New.

Accrued
bond
Interest

(12) Where, by virtue of an assignment or other transfer of

a bond, debenture or similar security, other than an income

bond or an income debenture, including for greater certainty

an assignment or other transfer after June 18, 1971 of a bill,

note, mortgage, hypothec or similar obligation, the transferee
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has become entitled to interest in respect of a period commen-
cing before the time of transfer and ending after that time that

is not payable until after the time of transfer, an amount
equal to that proportion of the interest that the number of

days in the portion of the period that preceded the day of

transfer is of the number of days in the whole period,

{a) shall be included in computing the income of the

transferor for the fiscal year in which the transfer was
made; and

(6) may be deducted in computing the income of the

transferee for a fiscal year in the computation of which
there has been included,

(i) the full amount of the interest under sec-

tion 16, or

(ii) a portion of the interest under clause a. R.S.O.

1970, c. 91, s. 31.

26.—(1) Where in a fiscal year a corporation has acquired cost of

property in respect of which the corporation is entitled to money

a deduction under regulations made under clause a of subsection

1 of section 24 in computing its income for that fiscal year,

in this section referred to as "depreciable property", if the

corporation so elects in prescribed manner on or before the

day on or before which the corporation is required by section

145 to file its return for the fiscal year, '^v

i \
(a) in computing the corporation's income for the fiscal i *

year and for such of the three immediately preceding Ig f
fiscal years as the corporation had, if any, clauses ^
c, d and e of subsection 1 of section 24 do not apply ^
to the amount or to the part of the amount specified

by the corporation in its election that, but for this

subsection, would have been deductible in computing
the corporation's income, other than exempt income,

for the fiscal year and for those immediately pre-

ceding fiscal years, if any, by virtue of those clauses

in respect of borrowed money used to acquire the

depreciable property or the amount payable for the

depreciable property acquired by it ; and

(6) the amount or part of the amount, as the case may
be, described in clause a shall be added to the

capital cost to it of the depreciable property so

acquired by it. R.S.O. 1970, c. 91. s. 68 (1). Borrowed
money
used for

(2) Where m a fiscal year a corporation has used borrowed exploration,
r .1 / . • • II prospecting

money for the purp>ose of exploration, prospecting or develop- and
development

215



60

ment, and the expenses incurred by the corporation in respect

of exploration, prospecting and development are deductible

in computing its income for the fiscal year by virtue of section

63 or would be so deductible by virtue of that section if the

corporation had sufficient income for that fiscal year to permit

the deduction, if the corporation so elects in prescribed manner
on or before the day on or before which the corporation is

required by section 145 to file its return for the fiscal year,

(a) in computing its income for the fiscal year and for

such of the three immediately preceding fiscal years as

the corporation had, if any, clauses c, d and e of

subsection 1 of section 24 do not apply to the amount
or to the part of the amount specified by it in its

election that, but for this subsection, would have been

deductible in computing the corporation's income,

other than exempt income, for the fiscal year and for

those immediately preceding fiscal years, if any, by
virtue of those clauses in respect of borrowed money
used for exploration, prospecting and development;

and

{b) the amount or the part of the amount, as the case may
be, described in clause a shall be deemed to be

exploration, prospecting and development expenses

incurred by the corporation in the fiscal year.

R.S.O. 1970, c. 91, s. 68(2).

i«*e"^
(3) In computing the income of the corporation for a fiscal

year, where the corporation,

{a) in any preceding fiscal year made an election under

subsection 1 in respect of borrowed money used to

acquire depreciable property or an amount payable

for depreciable property acquired by it ; and

(b) in each fiscal year, if any, after that preceding fiscal

year and before the fiscal year, made an election

under this subsection covering the total amount that,

but for this subsection, would have been deductible

in computing the corporation's income, other than

exempt income, for each such year by virtue of

clauses c, d and e of subsection 1 of section 24 in

respect of the borrowed money used to acquire the

depreciable property or the amount payable for the

depreciable property acquired by it,

if it so elects in prescribed manner on or before the day
on or before which it is required by section 145 to file its

return for the fiscal year, clauses c, d and e of subsection 1
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of section 24 do not apply to the amount or to the part of

the amount specified by it in its election that, but for this

subsection, would have been deductible in computing the

corporation's income, other than exempt income, for the

fiscal year by virtue of those clauses in respect of the borrowed

money used to acquire the depreciable property or the amount
payable for the depreciable property acquired by it, and the said

amount or part of the amount, as the case may be, shall be added
to the capital cost to it of the depreciable property so acquired

by it. R.S.O. 1970, c. 91, s. 68 (3).

(4) In computing the income of a corporation for a fiscaH^®'"

year, where the corporation,

(a) in any preceding fiscal year made an election under

subsection 2 in respect of borrowed money used for

the purpose of exploration, prospecting or develop-

ment; and

(b) in each fiscal year, if any, after that preceding year

and before the fiscal year, made an election under

this subsection covering the total amount that, but

for this subsection, would have been deductible in

computing its income, other than exempt income, for

each such year by virtue of clauses c, d and e of sub-

section 1 of section 24 in respect of the borrowed
money used for the exploration, prospecting and "^^

development, ^ ^

if the corporation so elects in prescribed manner on or before ^
the day on or before which it is required by section 145 to

file its return for the fiscal year, clauses c, d and e of

subsection 1 of section 24 do not apply to the amount or to

the part of the amount specified by it in its election that, but
for this subsection, would have been deductible in computing
the corporation's income, other than exempt income, for the

fiscal year by virtue of those clauses in respect of the borrowed
money used for the exploration, prospecting and develop-

ment, and the said amount or part of the amount, as the case

may be, shall be deemed to be exploration, prospecting and
development expenses incurred by the corporation in that

year. R.S.O. 1970, c. 91, s. 68 (4).

(5) Notwithstanding any other provision of this Act, where ^®^^«*»-

a corporation has made an election in accordance with the

provisions of subsection 1 or 2, such reassessments of tax,

interest or penalties shall be made as are necessary to give

effect thereto. R.S.O. 1970, c. 91 , s. 68 (5).

215
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Bale of
accounts
receivable

Ceasing to Carry on Business

26.— (1) Where a person who has been carrying on a
business has, in a fiscal year, sold all or substantially all the
property used in carrying on the business, including the
debts that have been or will be included in computing his

income for that fiscal year or a previous fiscal year and that
are still outstanding, and including the debts arising from
loans made in the ordinary course of his business if part
of his ordinary business was the lending of money and that
are still outstanding, to a purchaser who proposes to continue
the business which the vendor has been carrying on, if the
vendor and the purchaser have executed jointly an election

in prescribed form to have this section apply, the following

rules are applicable,

{a) there may be deducted in computing the vendor's
income for the fiscal year an amount equal to the

difference between the face value of the debts so

sold, other than debts in respect of which the vendor
has made deductions under clause r of subsection 1

of section 24, and the consideration paid by the pur-

chaser to the vendor for the debts so sold;

(b) an amount equal to the difference described in clause

a shall be included in computing the purchaser's in-

come for the fiscal year;

(c) the debts so sold shall be deemed, for the purposes
of clauses n and r of subsection 1 of section 24 to

have been included in computing the purchaser's

income for the fiscal year or a previous fiscal year
but no deduction may be made by the purchaser
under clause r of subsection 1 of section 24 in respect

of a debt in respect of which the vendor has pre-

viously made a deduction ; and

(d) each amount deducted by the vendor in computing
income for a previous fiscal year under clause r of

subsection 1 of section 24 in respect of any of the

debts so sold shall be deemed, for the purpose of

clause i of subsection 1 of section 16, to have been
so deducted by the purchaser. R.S.O. 1970, c. 91,

s. 62 (1).

Statement
by vendor
and
purchaser

(2) An election executed for the purposes of subsection 1

shall contain a statement by the vendor and the purchaser
jointly as to the consideration paid for the debts sold by the
vendor to the purchaser and that statement shall, as against

the Minister, be binding upon the vendor and the purchaser
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in so far as it may be relevant in respect of any matter arising

under this Act. R.S.O. 1970, c. 91, s. 62 (2), amended.

27.— (1) Where, upon or after disposing of or ceasing toSai|of

carry on a business or a part of a business, a corporation has sold

all or any part of the property that was included in the

inventory of the business, the property so sold shall, for the

purposes of this Part, be deemed to have been sold by the

corporation in the course of carrying on the business. R.S.O.

1970, c. 91, s. 63 (1).

(2) Where a person who has been carrying on a business has ^^H^^^^
sold all or part of the property that was included in the paid by

vendor 3,n(i

inventory of the business, whether or not he has disposed purchaser

of or ceased to carry on that business or a part of that business,

to a person who has used all or part of the property so sold as

inventory of a business carried on or to be carried on by the

purchaser, and the amount of the consideration paid by the

purchaser is, in part, consideration for the property so sold and,

in part, consideration for something else, the following rules

are applicable,

(a) such part of the consideration as the vendor and the

purchaser have, in writing, agreed to be the price paid

for the property so sold shall be deemed, both for the

purpose of computing income from the business of the ^

vendor and for the purpose of computing income from ^y
the business of the purchaser, to be the price so paid

;

* •

and 9 ^

(b) where an agreement as contemplated by clause a j*-

has not been filed with the Minister within sixty days
after notice in writing by the Minister has been
forwarded to the vendor and the purchaser that such
an agreement is required for the purpose of any
assessment of tax under this Act, such part of the

consideration paid as is fixed by the Minister shall be
deemed to be the price agreed upon by them as the

price paid for the property so sold. R.S.O. 1970,

0.91,5.63(2).

(3) A reference in this section to property that was included ^^property
in the inventory of a business shall be deemed to include included

r , .11 1 -111'" Inventory
a reference to property that would have been so mcluded
if the income from the business had not been computed in

accordance with the method authorized by subsection 1 of

section 31 or clause d of subsection 1 of section 36. R.S.O.
1970,c. 91,5.63(3).
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Srry" n^° 28.— ( 1 ) Notwithstanding clause b of subsection 1 of section
business 22, where a corporation has ceased to carry on a business,

in computing the income of the corporation for its fiscal

year in which it so ceased to carry on the business,

(a) there shall be deducted the amount of its cumulative
eligible capital in respect of the business at the

time the corporation so ceased to carry on the business

;

{b) no amount is deductible by virtue of clause b of

subsection 1 of section 24 in respect of the business

;

and

(c) notwithstanding clause a of subsection 4 of section

18, its cumulative eligible capital in respect of the

business immediately after the time the corporation

so ceased to carry on the business shall be deemed to be
nil.

^i^iness (2) Where an individual has ceased to carry on a business and

by'coraroiied
thereafter a corporation controlled directly or indirectly in any

corporation manner whatever by him, has carried on the business, in

computing the cumulative eligible capital in respect of the

business of the corporation at any time after the end of the

fiscal year in which the individual so ceased to carry on the

business, there shall be included the amount of the individual's

cumulative eligible capital in respect thereof at the end of that

fiscal year. New.

Special Cases

Banks

Idem

29.—(1) There shall be included in computing the income
for a fiscal year of a bank, the amount by which the aggregate

of the amounts that, at the end of the fiscal year, are set

aside or reserved by way of write-down of the value of assets

or appropriation to contingency reserves or contingent accounts
for the purpose of meeting losses on loans, bad or doubtful

debts, depreciation in the value of assets other than bank
premises, or other contingencies, is, in the opinion of the

Minister, having regard to all the circumstances, in excess

of the reasonable requirements of the bank. R.S.O. 1970,

c. 91,s. 21.

(2) Notwithstanding clauses a and b of subsection 1 of

section 22, there may be deducted in computing the income
for a fiscal year of a bank, such amount as is set aside or

reserved for the fiscal year either by way of write-down
of the value of assets or appropriation to any contingency
reserve or contingent account for the purpose of meeting
losses on loans, bad or doubtful debts, depreciation in the
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value of assets other than bank premises, or other con-

tingencies, and is, in the opinion of the Minister, having regard

to all the circumstances, not in excess of the reasonable

requirements of the bank. R.S.O. 1970, c. 91, s. 23 (8).

30.—(1) Where a corporation to which the exemptions pro- corporations

vided by clause b of subsection 1 of section 122 and the specially

reduced tax provided by subsection 1 of section 135 would other-

wise apply is prescribed by regulation, such exemptions and
specially reduced tax do not apply. R.S.O. 1970, c. 91, s. 59(1).

position

(2) Where land has been transferred to a corporation pre-
^^'^f^jf^®''^

scribed in the regulations for the purpose of disposition, the[ordis-

acquisition of the property by the corporation and any dis-

position thereof shall be deemed not to have been in the

course of the business carried on by the corporation. R.S.O.

1970,c. 91,s. 59(4).

31.—(1) For the purpose of computing the income of a cor-^^giJJegf

poration for a fiscal year from a farming business, the income
from the business for that fiscal year may, if the corporation

so elects under subsection 1 of section 28 of the Income Tax Act\^''S:'Jk'„

.

c. DO (Can.)

(Canada), be computed in accordance with a method, herein-

after in this section referred to as the "cash" method, whereby
the income therefrom for that fiscal year shall be deemed to be
an amount equal to,

(a) the aggregate of all amounts that,

(i) were received in the year, or are deemed by
this Act to have been received in the year, in

the course of carrying on the business, and

(ii) were in payment of or on account of an amount
that would, if the income from the business

were not computed in accordance with the

cash method, be included in computing income
therefrom for that or any other year,

'\

mmus.

(6) theaggregateof all amounts that,

(i) were paid in the year, or are deemed by this

Act to have been paid in the year, in the

course of carrying on the business, and

(ii) were in payment of or on account of an amount
that would, if the income from the business

were not computed in accordance with the
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Idem

Concur-
rence of
Minister

cash method, be deductible in computing in-

come therefrom for that or any other year,

any minus and deductions for the year permitted by clauses

a and b of subsection 1 of section 24. R.S.O. 1970, c. 91,

s. 64 (1) {a).

(2) Subsection 1 does not apply for the purpose of computing
the income of a corporation for a fiscal year from a farming
business carried on by it jointly with one or more other per-

sons, unless each of the other persons by whom the business

is jointly carried on has elected to have his income from the
business for that year computed in accordance with the
method authorized by that subsection. R.S.O. 1970, c. 91,

s.64(2).

(3) Where a corporation has filed a return under Part V
for a fiscal year wherein its income for that fiscal year from a
farming business has been computed in accordance with the

method authorized by subsection 1, income from the business

for a subsequent fiscal year shall, subject to the other pro-

visions of this Part, be computed in accordance with that

method unless the corporation, with the concurrence of the
Minister and upon such terms and conditions as are specified

by the Minister, adopts some other method. R.S.O. 1970,
c. 91, s. 64(3).

rwitdence i^) Where a corporation that, at a time when it was a

resident of Canada, carried on a business the income from
which was computed in accordance with the method authorized
by subsection 1 has, upon or after disposing of or ceasing to

carry on the business or a part of the business, ceased to

be a resident of Canada in a fiscal year, an amount equal
to the value, at the time it ceased to be a resident of Canada,
of,

{a) such part of the property that would have been
included in the inventory of the business or the part
of the business if the income from the business had
not been computed in accordance with the method
authorized by subsection 1 as remained the property
of the corporation at the time it ceased to be a
resident of Canada ; and

(b) such part of amounts outstanding at the time the

corporation ceased to be a resident of Canada as or on
account of debts owing to the corporation that arose

in the course of carrying on the business as would
have been included in computing its income for the

fiscal year if the amounts had been received by it in

the year at a time when it was a resident of Canada,
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shall be included in computing its income for the fiscal year.

R.S.O. 1970, c. 91, s. 64(4), amended.

(5) There shall be included in computing the income of a
^J^^^^^^^^^^

corporation for a fiscal year such part of an amount received

by it in the year, upon or after disposing of or ceasing to

carry on a business or a part of a business, for, on account

or in lieu of payment of, or in satisfaction of debts owing

to the corporation that arose in the course of carrying on
the business as would have been included in computing the

income of the corporation for the fiscal year had the amount
so received been received by it in the course of carrying on
the business. R.S.O. 1970, c. 91, s. 64 (5).

32. Notwithstanding clauses a and b of subsection 1 of{^^^^"°^

section 22, there may be deducted in computing a corporation's levelling
. r r- t t r'l* 13.11(1 3.110,

mcome for a fiscal year from a farming business any amount laying tiie

paid by it in the fiscal year for clearing land, levelling
''^^"^^®

land or laying tile drainage for the purpose of carrying on
the farming business. R.S.O. 1970, c. 91, s. 23 (16).

. Loss from33.—(1) Where a corporation's chief source of income forf^°^i*n°''

r where ch
'source of

j
income n
farming

a fiscal year is neither farming nor a combination of farming ^^®''®^*^^®^
> source of

and some other source of income, for the purposes of sections income not

12 and 99 its loss, if any, for the fiscal year from all farming

businesses carried on by it shall be deemed to be the lesser of

,

(a) the amount by which the aggregate of its losses 'f/

for the fiscal year otherwise determined from all *

farming businesses carried on by it exceeds the |
aggregate of its incomes for the fiscal year from all Hi b
such businesses; and ^

{b) $2,500 plus the lesser of,

(i) one-half of the amount by which the amount
determined under clause a exceeds $2,500,

and

(ii) $2,500,

and for the purposes of this Act the amount, if any, by which
the amount determined under clause a exceeds the amount
determined under clause b is the corporation's "restricted

farm loss" for the fiscal year. R.S.O. 1970, c. 91, s. 25 (1).

(2) For the purpose of this section, the Minister may ^®^®^^*"*-

determine that a corporation's chief source of income for a Minister

fiscal year is neither farming nor a combination of farming

and some other source of income. R.S.O. 1970, c. 91 , s. 25 (2).
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Insurance
agents
and brokers

34.— (1) Clause o of subsection 1 of section 24 does not

apply to allow a deduction to an insurance agent or broker
in respect of unearned commissions but a corporation may,
in computing its income from a business as an insurance agent
or broker for a fiscal year, deduct as a reserve in respect

of unearned commissions an amount equal to the proportion of

an amount that has been included in computing its income for

the fiscal year or a previous fiscal year as a commission in

respect of an insurance contract, other than a life insurance

contract, that,

isof

,

the number of days in that portion of the period

provided for in the insurance contract that is after

the end of the fiscal year,

(b) the whole of that period. R.S.O. 1970, c. 91, s. 61 (5).

Reserve
to be
Included

(2) There shall be included as income of a corporation for

a fiscal year from a business as an insurance agent or broker,

the amount deducted under subsection 1 in computing its

income therefrom for the immediately preceding fiscal

year. New.

Lending
of money
on security

35.—(1) In computing the income for a fiscal year of a
corporation whose business includes the lending of money
on the security of a mortgage, hypothec or agreement of sale

of real property, there may be deducted as a reserve, in lieu

of any deduction under clause n of subsection 1 of section 24,

such amount as the corporation may claim not exceeding the

lesser of,

(a) 1 14 per cent of the aggregate of,

(i) each amount outstanding at the end of the

fiscal year as or on account of the principal

amount of loans made by the corporation on
the security of a mortgage, hypothec or

agreement of sale of real property, or as or on
account of the principal amount of any such
mortgage, hypothec or agreement of sale

purchased by it,

(ii) each amount due and unpaid at the end of

the fiscal year as or on account of interest

payable to the corporation under a mortgage,
hypothec or agreement of sale of real property,

and
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(iii) each amount that has been taken into account in

computing the income of the corporation for the

fiscal year as or on account of the value of real

property of the corporation that was included

in the inventory of the corporation at the

end of the fiscal year and that was acquired,

by foreclosure or otherwise, after default made
under a mortgage, hypothec or agreement of

sale of real property, otherwise than as or

on account of the value of real property in

respect of which any amount for the fiscal

year has been included under subclause i or

ii ; and

(b) the amount, if any, deducted under this subsection

as a reserve in computing the corporation's income
for the immediately preceding fiscal year plus one-

third of the amount determined under clause a,

but no deduction may be made under this subsection as a

reserve in respect of loans made on the security of a mortgage

or hypothec under the National Housing Act (Canada) or any
^^^^-j^^J^-jg

of the Housing Acts as defined in section 2 of the Central

Mortgage and Housing Corporation Act (Canada). R.S.O. 1970,

c. 91, s. 65(a).

(2) There shall be included as income of a corporation for a^^^^l''^®

fiscal year from a business described in subsection 1, the included i^^

amount deducted under that subsection as a reserve in ; It

computing its income therefrom for the immediately preceding
l|

fiscal year. R.S.O. 1970, c. 91, s. 65 {b). ^ t

36.—(1) In computing the income of a corporation for a P^°^®||^g°"*^ ^
fiscal year from a business that is a profession, the following

rules apply,

(a) clause b of subsection 1 of section 16 and clause a

of subsection 1 of section 24 are not applicable

;

(b) every amount that becomes receivable by it in the

fiscal year in respect of prop)erty sold or services

rendered in the course of the business shall be included

;

(c) for the purposes of clause b, an amount shall be
deemed to have become receivable in respect of

services rendered in the course of the business on the

day that is the earliest of,

(i) the day upon which the account in respect of

the services was rendered,
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(ii) the day upon which the account in respect of

those services would have been rendered had
there been no undue delay in rendering the

account in respect of the services, and

(iii) the day upon which the corporation was paid

for the services ; and

(d) where the corporation so elects in its return of income
1970-71, under Part I of the Income Tax Act (Canada) for

the fiscal year, no amount shall be included in respect

of work in progress at the end of the fiscal year, except

as otherwise provided by this section.

of^'subs^V?") (2) Where a corporation has elected that clause d of

eiectfon
subsection 1 be applicable in computing its income for a

made fiscal year from a business that is a profession, that clause

shall apply in computing its income from the business for all

subsequent fiscal years unless the corporation, with the

concurrence of the Minister and upon such terms and conditions

as are specified by the Minister, revokes its election to have
that clause apply. New.

Toraand
37.—(1) Where a share of the capital stock of a corporation,

grub-
stakers

/ ^ • • , • n i

[a) IS received in a fiscal year,

(i) by a person who has, either under an arrange-

ment with a prospector made before the pros-

pecting, exploration or development work or

as an employer of a prospector, advanced
money for, or paid part or all of, the expenses

of prospecting or exploring for minerals or of

developing a property for minerals, and

(ii) as consideration for the disposition by the

person referred to in subclause i to the

corporation of a mining property or interest

therein acquired under the arrangement under
which the corporation made the advance or

paid the expenses, or if the prospector was
its employee, acquired by it through the

employee's efforts,

the following rules apply,

{b) notwithstanding any other provision of this Act, no
amount in respect of the receipt of the share shall be

included in computing the income for the fiscal year

of the person

;
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(c) notwithstanding Subdivision B, in computing the cost

to the person of the share, no amount shall be

included in respect of the mining property or interest

therein, as the case may be ; and

{d) notwithstanding section 63, in computing the cost to

the corporation of the mining property or the interest

therein, as the case may be, no amount shall be

included in respect of the share. R.S.O. 1970, c. 91,

s. 57 (2).

(2) In this section,

(a) "mining property" means a right to prospect,

explore or mine for minerals or a property the

principal value of which depends upon its mineral

content ; and

(b) "prospector" means an individual who prospects or

explores for minerals or develops a property for

minerals on behalf of himself, on behalf of himself

and others or as an employee. R.S.O. 1970, c. 91,

s. 57(1).

38. Where any amount in respect of an expenditure in-^*^^*^igg

curred by a corporation on or in respect of the repair, replace-

ment, alteration or renovation of depreciable property of the i^

corporation of a class prescribed by the regulations made for ^
the purposes of this section is, under a uniform classification | *

and system of accounts and returns prescribed by the ^ T
Canadian Transport Commission pursuant to the Railway ^c^^-^^ ^^'^^' j^

(Canada), required to be entered in the books of the corpora- ^
tion otherwise than as an expense,

(a) no deduction may be made in respect of that expendi-

ture in computing the income of the corporation for

the fiscal year; and

(6) for the purposes of section 17 and regulations made
under clause a of subsection 1 of section 24, the

corporation shall be deemed to have acquired, at the

time the expenditure was incurred, depreciable

proi>erty of that class at a capital cost equal to that

amount. R.S.O. 1970, c. 91, s. 60 (3).

30.— (1) There may be deducted in computing the income sc^'|^tmc

for a fiscal year of a corporation that had a permanent establish-

ment in Canada and made expenditures in respect of scientific

research in the fiscal year the amount by which the aggregate of,
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(a) all expenditures of a current nature made in Canada
in the fiscal year,

(i) on scientific research related to the business

and directly undertaken by or on behalf of the

corporation,

(ii) by payments to an approved association that

undertakes scientific research related to the

class of business of the corporation,

(iii) by payments to an approved university,

college, research institute or other similar

institution to be used for scientific research

related to the class of business of the corpora-

tion,

(iv) by payments to a corporation resident in

Canada and exempt from tax under clause g of

subsection 1 of section 122, or

(v) by payments to a corporation resident in

Canada for scientific research related to the

business of the corporation;

(6) such amount as may be claimed by the corporation

not exceeding the lesser of,

(i) the expenditures of a capital nature made in

Canada, by acquiring property other than land,

in the fiscal year and any previous fiscal year

ending after 1958 on scientific research relating

to the business and directly undertaken by
or on behalf of the corporation, and

(ii) the undepreciated capital cost to the corpora-

tion of the property so acquired as at the end
of the fiscal year, before making any deduction

under this clause in computing the income of

the corporation for the fiscal year; and

(c) all expenditures in the fiscal year by way of repayment
of amounts paid to the corporation under an
Appropriation Act (Canada) and on terms and
conditions approved by the Minister for the purpose

of advancing or sustaining the technological capability

of Canadian manufacturing or other industry,

exceeds the aggregate of amounts paid to the corporation in

the fiscal year under an Appropriation Act (Canada) and on

215



73

terms and conditions described in clause c. R.S.O. 1970, c. 91

,

s. 46 (1).

(2) There may be deducted in computing the income for a^^^l^^^''^

fiscal year of a corporation that carried on business in Canada Canada

and made expenditures in the fiscal year in respect of scientific

research carried on outside Canada, all such expenditures of a

current nature made in the fiscal year,

[a) on scientific research related to the business and

directly undertaken by or on behalf of the corpora-

tion; or

[h] by payments to an approved association, university,

college, research institute or other similar institution

to be used for scientific research related to the class

of business of the corporation. R.S.O. 1970, c. 91,

s. 46 (2).

(3) Where any particular activity constitutes scientific i<i«"i

research for the purposes of section 37 of the Income Tax
^^^c^eaccan)

(Canada), such particular activity shall constitute scientific

research for the purposes of this Act. R.S.O. 1970, c. 91,

s. 46 (3).

(4) No deduction may be made under this section in respect Deductions

of an expenditure made to acquire rights in, or arising out of,

scientific research. R.S.O. 1970, c. 91, s. 46 (4).

\
(5) Where in respect of an expenditure on scientific research ^'^®"^

| #

made by a corporation in a fiscal year an amount is deductible ' ^
under this section and under section 98 no deduction may be ^

^

made in respect of the expenditure under section 98 in ^
computing the taxable income of the corporation for any fiscal ^

year. R.S.O. 1970, c. 91, s. 46 (5).

(6) An amount claimed under clause h of subsection 1 inj^^|°^f^

computing a deduction under that subsection shall, for the capital
» " naiiure

purpose of section 17, be deemed to be an amount allowed to

the corporation in respect of the property acquired by the

expenditures under regulations made under clause a of sub-

section 1 of section 24, and for that purpose the property

acquired by the expenditures shall be deemed to be of a

separate prescribed class. R.S.O. 1970, c. 91, s. 46 (7).

(7) In this section, Stf^''*'

{a) "approved" means approved by the Minister;

[b) "scientific research" has the meaning given to that

expression by regulation

;
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(c) references to expenditures on or in respect of scientific

research,

(i) where the references occur in subsection 2,

include only expenditures incurred for and
wholly attributable to the prosecution of

scientific research, and

(ii) where the references occur other than in sub-

section 2, include only expenditures incurred

for and wholly attributable to the prosecution

or the provision of facilities for the prosecution,

of scientific research in Canada ; and

(d) references to scientific research relating to a business

or class of business include any scientific research that

may lead to or facilitate an extension of that business

or, as the case may be, business of that class. R.S.O.

1970, c. 91, s. 46 (6).

Subdivision B—taxable capital gains
and allowable capital losses

Meaning of
taxable
capital gain
ana allowable
capital
loss

Meaning of
capital
gain and
capital
loss

40. For the purposes of this Act,

(a) a corporation's taxable capital gain for a fiscal year

from the disposition of any property is one-half of its

capital gain for the fiscal year from the disposition

of that property; and

{b) a corporation's allowable capital loss for a fiscal year

from the disposition of any property is one-half of its

capital loss for the fiscal year from the disposition of

that property. New.

41.—(1) For the purposes of this Act,

(a) a corporation's capital gain for a fiscal year from the

disposition of any property is the corporation's gain

for the year determined under this Subdivision (to

the extent of the amount thereof that would not, if

section 12 were read without reference to the expres-

sion "other than a taxable capital gain from the

disposition of a property" in clause a thereof and
without reference to clause b thereof, be included in

computing the corporation's income for the fiscal

year or any other fiscal year) from the disposition of

any property of the corporation other than,

(i) eligible capital property.
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(ii) property, any amount receivable by the cor-

poration for the disposition of which is required

to be included in computing the corporation's

income for the fiscal year by virtue of section

59, or

(ill) a life insurance policy within the meaning of

section 138 of the Income Tax Act (Canada), i^'^o-^^-g^j^.

except an annuity contract ; and

(6) a corporation's capital loss for a fiscal year from the

disposition of any property is the corporation's loss

for the year determined under this Subdivision (to the

extent of the amount thereof that would not, if

section 12 were read in the manner described in

clause a of this subsection, be deductible in computing
the corporation's income for the fiscal year or any
other fiscal year) from the disposition of any property

of the corporation other than,

(i) depreciable property, or

(ii) property described in subclause i, ii or iii of

clause a.

(2) Notwithstanding subsection 1, where, by virtue of any^*P||*^jj^

fluctuation after 1971 in the value of currency or currencies of fosses in ,

•' respect #4.
one or more countries other than Canada relative to Canadian of foreign ^fy

currency, a corporation has made a gain or sustained a loss in
I ^^

a fiscal year, the following rules apply, "
i*

{a) the amount, if any, by which, ,*^

(i) the aggregate of all such gains made by the

corporation in the fiscal year (to the extent of

the amount thereof that would not if section

12 were read in the manner described in clause

a of subsection 1 of this section, be included in

computing the corporation's income for the

fiscal year or any other fiscal year)

,

exceeds

(ii) the aggregate of all such losses sustained by the

corporation in the fiscal year, to the extent of

the amounts thereof that would not, if section

12 were read in the manner described in

clause a of subsection 1 of this section be
deductible in computing the corporation's

income for the fiscal year orany other fiscal year,
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shall be deemed to be a capital gain of the corporation

for the fiscal year from the disposition of currency

of a country other than Canada, the amount of which
capital gain is the amount determined under this

clause; and

(6) the amount, if any, by which,

(i) the aggregate determined under subclause ii

of clause a,

exceeds

(ii) the aggregate determined under subclause i of

clause a,

shall be deemed to be a capital loss of the corporation

for the year from the disposition of currency of a

country other than Canada, the amount of which
capital loss is the amount determined under this

clause.

*^urch^e ^^^ Where a corporation has issued any bond, debenture or

of bonds similar obligation and has at any subsequent time in a fiscal

year and after 1971 purchased the obligation in the open
market, in the manner in which any such obligation would
normally be purchased in the open market by any member
of the public,

(a) the amount, if any, by which the amount for which
the obligation was issued by the corporation exceeds

the purchase price paid or agreed to be paid by the

corporation for the obligation shall be deemed to be

a capital gain of the corporation for the fiscal year

from the disposition of a capital property ; and

(6) the amount, if any, by which the purchase price paid

or agreed to be paid by the corporation for the

obligation exceeds the greater of the principal

amount thereof and the amount for which it was issued

by the corporation shall be deemed to be a capital

loss of the corporation for the fiscal year from the

disposition of a capital property,

to the extent of the amount of the capital gain or capital

loss, as the case may be, that would not, if section 12 were

read in the manner described in clause a of subsection 1 of

this section, be included or be deductible, as the case may
be, in computing the corporation's income for the fiscal year or

any other fiscal year. New.
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42.— ( 1 ) Except as otherwise expressly provided in this Part ,
General rules

(a) a corporation's gain for a fiscal year from the dis-

position of any property is the amount, if any, by
which,

(i) if the property was disposed of in the fiscal

year, the amount, if any, by which the

corporation's proceeds of disposition exceed

the aggregate of the adjusted cost base to it of

the property immediately before the disposi-

tion and any outlays and expenses to the

extent that they were made or incurred by the

corporation for the purpose of making the

disposition, or

(ii) if the property was disposed of before the

fiscal year, the amount, if any, claimed by the

corporation under subclause iii in computing
the corporation's gain for the immediately

preceding fiscal year from the disposition of

the property,

exceeds

(iii) such amount as the corporation may claim,

not exceeding a reasonable amount as a reserve
,

in respect of such of the proceeds of disposition ^^
of the property that are not due to the cor-

^ ^
poration until after the end of the fiscal year i *

as may reasonably be regarded as a portion ^ #
of the amount determined under subclause i in

*

respect of the property; and

(b) a corporation's loss for a fiscal year from the dis-

position of any property is,

(i) if the property was disposed of in the fiscal

year, the amount, if any, by which the aggre-

gate of the adjusted cost base to the corporation

of the property immediately before the dis-

position and any outlays and expenses to the

extent that they were made or incurred by
the corporation for the purpose of making the

disposition, exceeds its proceeds of disposition

of the property, and

(ii) in any other case, nil.

(2) Notwithstanding subsection 1

,

Limiutiona
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(a) subclause iii of clause a of subsection 1 does not apply

to permit a corporation to claim any amount there-

under in computing a gain for a fiscal year if the

corporation was, at any time in the fiscal year or the

immediately following fiscal year, not resident in

Canada

;

(6) a corporation's loss for a fiscal year from the dis-

position of a bond or debenture is its loss therefrom

for the fiscal year otherwise determined, less the

aggregate of such amounts received by it as, on
account or in lieu of payment of, or in satisfaction of

interest thereon as were, by virtue of clause e of

subsection 1 of section 75, not included in computing
its income

;

(c) a corporation's loss otherwise determined from the

disposition of any property disposed of by it to,

(i) a person by whom it was controlled, or

(ii) a corporation that was controlled by a person

described in subclause i,

is nil;

(d) a corporation's gain or loss from the disposition of,

(i) a chance to win a prize, or

(ii) a right to receive an amount as a prize,

in connection with a lottery scheme is nil ; and

{e) a corporation's loss, if any, from the disposition of a

property, to the extent that it is,

(i) a superficial loss,

(ii) a loss from the disposition of a debt or other

right to receive an amount, unless the debt or

right, as the case may be, was acquired by the

corporation for the purpose of gaining or pro-

ducing income from a business or property,

other than exempt income, or as consideration

for the disposition of capital property to a

person with whom the corporation was deahng
at arm's length, or
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(iii) a loss from the disposition of any personal-use

property of the corporation other than listed

personal property,

is nil.

(3) Where, Deemed gain
^ ' where

amounts

(a) the aggregate of all amounts required by subsection deducted

2 of section 55, except clause b thereof, to be deducted a^^'^^sted

in computing the adjusted cost base to a corporation
e°gee|'gog,.

of any property at any time in a fiscal year,
i'o'be^added to
adjusted

exceeds cost base

(b) the aggregate of the cost to it of the property and all

amounts required by subsection 1 of section 55 to be

included in computing the adjusted cost base to a
corporation of that property at that time,

the amount of the excess shall be deemed to be a gain of the

corporation for the fiscal year from a disposition at that time

of that property. New.

43.—(1) For the purposes of this Part, a corporation's
J^®^^*j°^°[

taxable net gain for a fiscal year from dispositions of listed s?i° from

p)ersonal property is one-half of the amount determined under of listed

subsection 2 to be its net gain for the fiscal year from dispositions property l^.

of such property. ^
I

*

(2) A corporation's net gain for a fiscal year from dis- ^^^^^'j^^q^ ^ f
positions of listed personal property is an amount determined net gain '•^

as follows, ,i.

(a) determine the amount, if any, by which the aggregate
of its gains for the fiscal year from dispositions of
listed personal property exceeds the aggregate of its

losses for the fiscal year from dispositions of listed

personal property; and

(6) deduct from the amount determined under clause a
its listed-personal-property losses for the five fiscal

years immediately preceding and the fiscal year im-
mediately following the fiscal year, except that for
the purposes of this clause,

(i) an amount in respect of a listed-personal-

property loss is only deductible to the extent
that it exceeds the aggregate of amounts
previously deductible in respect of that loss

under this clause,
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(ii) no amount is deductible in respect of the listed-

personal-property loss of any fiscal year until

the deductible listed-personal-property losses

for previous fiscal years have been deducted,
and

"Llsted-
personal-
f»roperty-
088^' defined

spoe
subject to
warranty

Part
dispositions

Deferral
of gain on
involuntary
dispositions

(iii) no amount is deductible in respect of listed-

personal-property losses from the amount
determined under clause a for a fiscal year ex-

cept to the extent of the amount so determined
for the fiscal year,

and the remainder determined under clause b is the corpora-

tion's net gain for the fiscal year from dispositions of listed

personal property.

(3) In this section, "listed-personal-property loss" of a

corporation for a fiscal year means the amount, if any, by
which the aggregate of its losses for the fiscal year from dis-

positions of listed personal property exceeds the aggregate of

its gains for the fiscal year from dispositions of listed personal

property. New.

44. In computing a corporation's proceeds of disposition of

any property for the purposes of this Subdivision, there shall

be included any amount received or receivable by the cor-

poration as consideration for any warranty, covenant or other

conditional or contingent obligation incurred by the corporation

in respect of the disposition, and in computing the corporation's

income for the fiscal year in which the property was disposed

of or for any of the six immediately following fiscal years, any
outlay or expense made or incurred by the corporation in any
such fiscal year pursuant to or by virtue of the obligation

shall, if the obligation was a legal obligation incurred by the

corporation, be deemed to be a loss of the corporation for that

fiscal year from the disposition of a capital property. New.

45. For the purpose of computing a corporation's gain for a

fiscal year from the disposition of a part of a property, the

adjusted cost base to the corporation, immediately before the

disposition, of that part is such portion of the adjusted cost

base to the corporation at that time of the whole property as

may reasonably be regarded as attributable to that part. New.

46. Where in a fiscal year a corporation has received pro-

ceeds of disposition described in subclause iii or iv of clause i

of section 56 of any property, in this section referred to as its

"former property", and, before the end of the following fiscal

year, has expended an amount to acquire other property as a
replacement for its former property, notwithstanding sub-

section 1 of section 42.

215



81

(a) the gain, if any, from the disposition of its former

property is the lesser of,

(i) the gain therefrom otherwise determined, and

(ii) the amount, if any, by which the proceeds of

disposition of its former property exceed the

cost to the corporation, otherwise determined,

of the other property; and

(b) the cost to the corporation of the other property shall

be deemed to be the cost to the corporation of the

other property otherwise determined, minus the

amount, if any, by which the gain described in sub-

clause i of clause a exceeds the excess, if any, deter-

mined under subclause ii of clause a. New.

47.— (1) For the purposes of this Subdivision the following Property

rules apply, than one
use

(a) where a corporation,

(i) having acquired property for some other

purpose, has commenced at a later time to use

it for the purpose of gaining or producing
income therefrom, or for the purpose of gaining

or producing income from a business, or %
(ii) having acquired property for the purpose of 1 *

gaining or producing income therefrom or for ' ^
the purpose of gaining or producing income '^ >
from a business, has commenced at a later time J^
to use it for some other purpose,

the corporation shall be deemed to have,

(iii) disposed of it at that later time for proceeds

equal to its fair market value at that later

time, and

(iv) immediately thereafter reacquired it at a cost

equal to that fair market value

;

{b) where property has, since it was acquired by a cor-

poration, been regularly used in part for the purpose
of gaining or producing income therefrom or for the

purpose of gaining or producing income from a busi-

ness and in part for some other purpose, the corpora-

tion shall be deemed to have acquired, for that other

purpose, the proportion of the property that the use
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regularly made of the property for that other purf)ose

is of the whole use regularly made of the property at a
cost to the corporation equal to the same proportion
of the cost to it of the whole property; and, if the
property has, in such a case, been disposed of, the

proceeds of disposition of the proportion of the

property deemed to have been acquired for that

other purpose shall be deemed to be the same propor-

tion of the proceeds of disposition of the whole pro-

perty; and

(c) where, at any time after a corporation has acquired
property, there has been a change in the relation

between the use regularly made by the corporation of

the property for gaining or producing income there-

from or income from a business and the use regularly

made of the property for other purposes,

(i) if the use regularly made by it of the property
for those other purposes has increased, it shall

be deemed to have,

(A) disposed of property at that time for

proceeds equal to the proportion of the

fair market value of the property at

that time that the amount of the increase

in the use regularly made by the cor-

poration of the property for those other

purposes is of the whole use regularly

made of the property, and

(B) immediately thereafter reacquired the

property so disposed of at a cost equal

to the proceeds referred to in sub-

subclause A, and

(11) if the use regularly made by the corporation

of the property for those other purposes has

decreased, it shall be deemed to have disposed

of property at that time and the proceeds of

disposition shall be deemed to be an amount
equal to the proportion of the fair market
value of the property at that time that the

amount of the decrease in use regularly made
by it of the property for those other purposes

is of the whole use regularly made of the

property.

Eiecuon
(2) For the purposes of this Subdivision and section 17, where

change clause a of subsection 1 and paragraph 2 of subsection 6 of
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section 17 would otherwise be applicable in respect of any
property of a corporation for a fiscal year and the corporation

so elects as provided under subsection 2 of section 45 of the

Income Tax Act (Canada), the corporation shall be deemed notisTO-Ji- ,

, , t ,^ c. 63 (Can.)

to have commenced to use the property for the purpose of

gaining or producing income therefrom or for the purpose of

gaining or producing income from a business except that if the

corporation rescinds such election in a subsequent fiscal year

in respect of the property, it shall be deemed to have com-

menced so to use the property on the first day of that subse-

quent fiscal year. New.

48.—(1) Where a corporation has disposed of any personal-
ulJ^°operty

use property of the corporation, for the purposes of this

Subdivision,

{a) the adjusted cost base to the corporation of the

property immediately before the disposition shall be

deemed to be the greater of $1,000 and the amount
otherwise determined to be its adjusted cost base to

it at that time ; and

(6) its proceeds of disposition of the property shall be

deemed to be the greater of $1,000 and its proceeds

of disposition of the property otherwise determined.

(2) Where a corporation has disposed of part of a personal- ^y^'ofP*'"' *>
use property owned by it and has retained another part of theppperty %
property, for the purposes of this Subdivision, of *

I

{a) the adjusted cost base to the corporation immediately ^
before the disposition, of the part so disposed of shall .^'

be deemed to be the greater of,

(i) the adjusted cost base to it at that time of

that part otherwise determined, and

(ii) that proportion of $1,000 that the amount
determined under subclause i is of the adjusted

cost base to it at that time of the whole

property; and

{b) the proceeds of disposition of the part so disposed of

shall be deemed to be the greater of,

(i) the proceeds of disposition thereof otherwise

determined, and

(ii) the amount determined under subclause ii of

clause a.
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Sdffarify (^) ^°^ *^^ purposes of this Subdivision, where a number

of'Maset
°^ personal-use properties of a corporation that would, if the

properties were disposed of, ordinarily be disposed of in one
disposition as a set,

(a) have been disposed of by more than one disposition

so that all of the properties have been acquired by
one person or by a group of persons not dealing

with each other at arm's length; and

(b) had, immediately before the first disposition referred

to in clause a, an aggregate fair market value greater

than $1,000.

the properties shall be deemed to be a single personal-use

property and each such disposition shall be deemed to be a

disposition of a part of that property.

value of*
^° (4) Where it may reasonably be regarded that, by reason of

u8"°ro*ert
^ decrease in the fair market value of any personal-use property

of corpora- of a Corporation, partnership or trust,

{a) a corporation's gain, if any, from the disposition of a

share of the capital stock of a corporation, an interest

in a trust or an interest in a partnership has become
a loss, or is less than it would have been if the

1 "j^

,

decrease had not occurred; or

(b) a corporation's loss, if any, from the disposition of a

share or interest described in clause a is greater than
it would have been if the decrease had not occurred,

the amount of the gain or loss, as the case may be, shall be

deemed to be the amount that it would have been but for

the decrease. New.

Moperttes
^®*

—

^^^ Where at any particular time after 1971 a corpora-

tion that owns one property or two or more identical pro-

perties that was or each of which was, as the case may be,

acquired by it after 1971, acquires one or more other properties,

in this subsection referred to as "newly-acquired properties",

each of which is identical to each such previously-acquired
property, for the purposes of computing, at any subsequent
time, the adjusted cost base to the corporation of each such
identical property,

(a) the corporation shall be deemed to have disposed of

each such previously-acquired property immediately
before the particular time for proceeds equal to its

adjusted cost base to it immediately before the par-

ticular time; and
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{b) the corporation shall be deemed to have acquired

each such identical property at the particular time at

a cost equal to the quotient obtained when,

(i) the aggregate of the adjusted cost bases to the

corporation immediately before the particular

time of the previously-acquired properties, and
the cost to it, determined without reference to

this section, of the newly-acquired properties,

is divided by

(ii) the number of such identical properties owned
by the corporation immediately after the

particular time.

(2) For the purposes of subsection 1, where a group of^entfcai
identical properties referred to in that subsection is a group properties

' ^ 3,1*6 Donds pfco

of identical obligations within the meaning of subsection 3,

subclause ii of clause b of subsection 1 shall be read as follows

:

"(ii) the quotient obtained when the aggregate of

the principal amounts of all such identical

properties owned by the corporation immedi-
ately after the particular time is divided by
the principal amount of the identical property.

'

'

(3) For the purposes of this Subdivision, one bond, deben- ^®^^o°*^-
-^

ture, bill, note or other similar obligation issued by a debtor isidenticai
|

#

identical to another such obligation issued by that debtor if ^ C
both are identical in respect of all rights, in equity or other- jf
wise, either immediately or in the future and either absolutely -,i-

or contingently, attaching thereto, except as regards the

principal amount thereof. New.

50.— (1) For the purposes of this Subdivision, where at any
Jjl^'^g^tion

time in a fiscal year a corporation ceases to be resident in on ceasing to

Canada, it shall be deemed to have disposed of each property, Canada

other than any property that would be taxable Canadian
property if at no time in the fiscal year it had been resident

in Canada, owned by the corporation at that time, for proceeds

of disposition equal to the fair market value of the property at

that time, and to have reacquired the property immediately
thereafter at a cost equal to that fair market value.

(2) For the purposes of this Subdivision, where at any time
^®®^gi*Jjon

after 1971 a corporation becomes a resident of Canada, it shall onbecominf

be deemed to have acquired at that time each property owned Canada

by it at that time, other than property that would be taxable

Canadian property if at no time in the fiscal year it had been
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resident in Canada, if the corporation had disposed of it

immediately before that time, at a cost equal to its fair

market value at the time it became a resident of Canada.

New.

Qrantlng
of option

51.— (1) Subject to subsections 2 and 3, for the purpose of

this Subdivision the granting of an option, other than an
option granted by a corporation to acquire shares of its capital

stock or bonds or debentures to be issued by it, is a disposition

of a property the adjusted cost base of which to the grantor

immediately before the grant is nil.

Where
option
expires

(2) Where at any time an option described in subsection 1

,

other than an option the consideration for the granting of

which is an amount described in subclause v of clause b of

subsection 12 of section 63 paid pursuant to an agreement
described in that subclause, that has been granted by a

corporation after 1971 expires,

[a) the corporation shall be deemed to have disposed of

capital property at that time for proceeds equal to the

proceeds received by it for the granting of the option

;

and

*l1f>:

{h) the adjusted cost base to the corporation of that

capital property immediately before that time

shall be deemed to be nil.

Where
option
exercised

(3) Where an option is exercised so that property is disposed

of by a person, hereinafter referred to as the "vendor", or so

that property is acquired by another person , hereinafter referred

to as the "purchaser", for the purpose of computing the income
of each such person the granting of the option and the exercise

thereof shall be deemed not to be dispositions of property and,

[a) if the option is an option to acquire property, there

shall be included,

(i) in computing the vendor's proceeds of dis-

position of the property, the consideration

received by him for the option, and

(ii) in computing the cost to the purchaser of the

property, the adjusted cost base to him of the

option ; and

{h) if the option is an option to dispose of property,

there shall be deducted,
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(i) in computing the vendor's proceeds of dis-

position of the property, the adjusted cost

base to him of the option, and

(ii) in computing the cost to the purchaser of the

property, the consideration received by him
for the option.

(4) Where, Reassess-
^ '

' ment where
option

{a) an option granted by a corporation in a fiscal year, in sub-

in this subsection referred to as the
'

' initial fiscal year" ,

^®^"®° ^®*^

is exercised in a subsequent fiscal year, in this

subsection referred to as the "subsequent fiscal year";

(b) the corporation has filed a return for the initial

fiscal year as required by section 145; and

(c) on or before the day on or before which it was
required by section 145 to file a return for the

subsequent fiscal year, has filed an amended return

for the initial fiscal year excluding from its income the

proceeds received by it for the granting of the option,

such reassessment of the corporation's tax, interest or penalties

for the fiscal year shall be made as is necessary to give effect

to the exclusion. New.
,

%
52.—(1) For the purposes of this Subdivision, where a debt

fatawished
^^

owing to a corporation at the end of a fiscal year, other to be bad ^ ^
than a debt owing to it in respect of the disposition of a J^
personal-use property, is established by it to have become
a bad debt in the fiscal year, it shall be deemed to have
disposed of it at the end of the fiscal year and to have

reacquired it immediately thereafter at a cost equal to nil.

(2) Where a debt owing to a corporation at the end^^^®^®^^
of a fiscal year that is a personal-use property of the use property

corporation is established by it to have become a bad debt
in the fiscal year,

(a) it shall be deemed to have disposed of it at the end
of the fiscal year for proceeds equal to the amount,
if any, by which,

(i) its adjusted cost base to it immediately before

the end of the fiscal year,

exceeds

215
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Convertible
properties

(ii) the amount of its gain, if any, from the

disposition of the personal-use property the

proceeds of disposition of which included the

debt ; and

{b) it shall be deemed to have reacquired the debt
immediately after the end of the fiscal year at a

cost equal to the amount of the proceeds determined
under clause a. New.

53. Where shares of the capital stock of a corporation have,

after 1971, been acquired by a person in exchange for a

preferred share, bond, debenture or note of the corporation,

in this section referred to as a "convertible property", the

terms of which conferred upon the holder the right to make the

exchange,

(a) the exchange shall be deemed not to have been a

disposition of property; and

(6) the cost to the person of the shares shall be deemed
to be the adjusted cost base to him of the convertible

property immediately before the exchange. New.

Cost of
certain
property
value of
which
Included in
income

Cost of
property
received
as dividend
in kind

Cost of
stock
dividend

Cost of
property
acquired
as prize

64.—(1) For the purposes of this Subdivision, where a

corporation has acquired property after 1971 and an amount
in respect of the value thereof has been included in computing
the corporation's income, the amount so included shall be

added in computing the cost to it of that property.

(2) Where any property has, after 1971, been received by a

shareholder of a corporation at any time as, on account or in

lieu of payment of, or in satisfaction of, a dividend payable

in kind, other than a stock dividend, in respect of a share

owned by him of the capital stock of the corporation, he shall

be deemed to have acquired the property at a cost to him equal

to its fair market value at that time, and the corporation shall

be deemed to have disposed of the property at that time

for proceeds equal to that fair market value.

(3) Where a corporation that is a shareholder of another

corporation has, after 1971, received a stock dividend in

respect of a share owned by it of the capital stock of the

other corporation, it shall be deemed to have acquired the

share or shares received by it as a stock dividend at a cost to

it equal to the amount of the stock dividend.

(4) Where any property has been acquired by a corporation

at any time after 1971 as a prize in connection with a lottery

scheme, it shall be deemed to have acquired the property at a
cost to it equal to its fair market value at that time.
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(5) Where any property has, after 1971, been transferred toCost^of

a beneficiary by a trustee under an employees profit sharing transferred

plan, under
employees
profit

{a) subsection 1 does not apply in respect of the^*^^"'^^^^*^

property ; and

(b) the beneficiary shall be deemed to have acquired the

property at a cost to him equal to its fair market value

at the time of the transfer. New.

55.—(1) In computing the adjusted cost base to a corpora- ^*^^^|^^®^^^

tion of property at any time, there shall be added to the

cost to the corporation of the property such of the following

amounts in respect of the property as are applicable,

(a) any amount deemed by subsection 3 of section 42

to be a gain ot the corporation for a fiscal year from
a disposition before that time of the property

;

(6) where the property is a share of the capital stock

of another corporation resident in Canada, the amount
of any dividend on the share deemed by subsection

1 of section 78 to have been received by the corporation

before that time

;

(c) where the property is a share of the capital stock
,

of another corporation resident in Canada, and the
''f^

corporation has, after 1971, made a contribution of „
|

capital to that other corporation otherwise than by < a.

way of loan, that proportion of such part of the -4 #
amount of the contribution as cannot reasonably Jf
be regarded as a gift made to or for the benefit of

any other shareholder of the other corporation who
was related to the corporation that,

(i) the amount that may reasonably be regarded

as the increase in the fair market value, as a

result of the contribution, of the share,

is of

(ii) the amount that may reasonably be regarded

as the increase in the fair market value, as a

result of the contribution, of all shares of the

capital stock of the other corporation owned
by the corporation immediately after the

contribution

;

{d) where the property is an interest in a partnership,
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(i) an amount in resp)ect of each fiscal year of the
partnership ending after 1971 and before that

time, equal to the aggregate of all amounts
each of which is the corporation's share of the

income of the partnership from any source
for that fiscal year, computed as if this Act
were read without reference to,

(A) the references in section 18, clause a
of section 40 and subsection 1 of section

43 to "one-half", and

(B) clause h of this subsection, section 57
and subsection 2 of section 75,

(ii) the corporation's share of any capital dividends

received by the partnership before that time

on shares of the capital stock of a corporation

that were partnership property,

(iii) the corporation's share of the amount, if any,

by which,

(A) any proceeds of a life insurance policy

received by the partnership after 1971

and before that time in consequence of

the death of any person whose life was
insured under the policy,

exceeds

(B) all amounts paid as or on account of

premiums under the policy, and

(iv) where the corporation has, after 1971, made a
contribution of capital to the partnership

otherwise than by way of loan, such part of the
amount of the contribution as cannot reason-

ably be regarded as a gift made to or for the
benefit of any other member of the partner-

ship who was related to the corporation

;

[e) where the property is substituted property of the
corporation within the meaning of clause j of section

56, the amount of the loss that was, by virtue of the
acquisition by the corporation of the property, a
superficial loss of any person

;

(/) where the property is a bond, debenture, bill, note,

mortgage, hypothec or similar obligation, the amount,
if any, by which the principal amount of the obligation
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exceeds the amount for which the obhgation was
issued, if such excess was required by subsection 2 or

3 of section 20 to be included in computing the income

of the corporation for a fiscal year commencing
before that time

;

(g) where the property is land of the corporation, any
amount paid by it after 1971 and before that time

pursuant to a legal obligation to pay,

(i) interest on borrowed money used to acquire

the land, or on an amount payable by it for

the land, or

(ii) property taxes, not including income or

profits taxes or taxes imposed by reference to

the transfer of property, paid by it in respect

of the property to a province or to a Canadian
municipality,

to the extent that that amount was, by virtue of

subsection 2 of section 22, not deductible in computing
the corporation's income from the land or from a

business for any fiscal year commencing before that

time;

{h) where the property is land used in a farming
business carried on by the corporation, an amount ^^
in respect of each fiscal year ending after 1971 and 1l

commencing before that time, equal to the corpora-
|

*

tion's loss, if any, for that fiscal year from the farming 1^ C
business, to the extent that such loss, «!

(i) was not, by virtue of section 33, deductible

in computing the corporation's income for that

year,

(ii) was not deductible in computing the corpora-

tion's taxable income for the fiscal year in which
the corporation disposed of the property or

any previous fiscal year,

(iii) did not exceed the aggregate of,

(A) taxes, other than income or profits

taxes or taxes imposed by reference to

the transfer of the property, paid by
the corporation in that fiscal year or

payable by the corporation in respect

of that fiscal year to a province or a

215



92

Canadian municipality in respect of the

property, and

(B) interest, paid by the corporation in that

fiscal year or payable by the corporation

in respect of that fiscal year, pursuant

to a legal obligation to pay interest on
borrowed money used to acquire the

property or on any amount as considera-

tion payable for the property,

to the extent that such taxes and interest

were included in computing the loss, and

(iv) did not exceed the remainder obtained when,

(A) the aggregate of each of the corporation's

losses from the farming business for

fiscal years preceding that fiscal year,

to the extent that they are required by
this clause to be added in computing

the corporation's adjusted cost base of

the property,

is deducted from

(B) the amount, if any, by which the

corporation's proceeds of disposition

of the property exceed the adjusted

cost base to the corporation of the

property immediately before that time,

determined without reference to this

clause;

(i) where the property is a foreign resource property,

such part of the foreign exploration and development

expenses incurred by the corporation after 1971 with

respect to such property that is not allowed as a

deduction from income for the purposes of this Act.

Amounts
(2) In Computing the adjusted cost base to a corporation of

deducted property at any time there shall be deducted such of the

following amounts in respect of the property as are applicable,

(a) where the property is a share of the capital stock of

another corporation resident in Canada,

(i) any amount received by the corporation after

1971 and before that time as, on account or in

lieu of payment of, or in satisfaction of, a
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dividend on the share, other than a taxable

dividend or capital dividend,

(ii) an amount in respect of any taxable dividend

on the share received by the corporation after

1971 and before that time, on any portion of

which tax under Part VII of the Income Tax^^l^'lh ,
c. 63 (Can.)

Ad (Canada) was payable by the corporation

equal to the amount by which that portion

exceeds the tax under Part VII of the Income
Tax Act (Canada) payable theron,

(iii) an amount in respect of any taxable dividend

on the share received by the corporation after

1971 and before that time while it was not

resident in Canada in respect of which tax

under Part VIII of the Income Tax Act (Canada)

was payable by the payor corporation, equal

to the amount, if any, by which,

(A) that proportion of the dividend that

such part of all dividends that were
paid by the payor corporation at the

time the dividend was paid as was paid

out of designated surplus, within the

meaning of Part VII of the Income Tax
Act (Canada), is of all dividends that

;

were paid by the payor corporation at ^
the time the dividend was paid, a

exceeds wj>

/
(B) such part of any tax under Part XIII

of the Income Tax Act (Canada) that

was payable by the corporation on the

dividend as may reasonably be consider-

ed to have been payable on the propor-

tion of the dividend described in sub-

subclause A, and

(iv) any amount received by the corporation after

1971 and before that time on a reduction of

the paid-up capital of that other corporation in

respect of the share except to the extent that

that amount is deemed by subsection 4 of

section 78 to be a dividend received by the
corporation

;

(6) where the property is an interest in a partnership,

215



94

(i) an amount in respect of each fiscal year of the

partnership ending after 1971 and before that

time, equal to the aggregate of amounts each

of which is the corporation's share of any loss

of the partnership from any source for that

fiscal year, computed as if this Act were read

without reference to,

(A) the references in section 18 and clause

b of section 40 to "one-half", and

(B) section 33, subsection 2 of section 42

and section 57,

(ii) an amount in respect of each fiscal year of the

partnership ending after 1971 and before that

time, equal to the corporation's share of the

aggregate of,

(A) amounts that, but for clause d of sub-

section 1 of section 85 would be deduct-

ible in computing the income of the

partnership for the fiscal year by virtue

of subsection 1 of section 62 or the

provisions of the Corporations Tax
Application Rules, 1972 relating to

Canadian exploration and development

expenses, and

(B) the Canadian exploration and develop-

ment expenses, within the meaning
assigned by subsection 12 of section 63,

if any, incurred by the partnership in

the fiscal year,

(iii) any amount deemed by subsection 3 of section

98 to have been a gift made by the corporation

by virtue of its membership in the partnership

at the end of any fiscal year of the partnership

ending before that time,

(iv) any amount received by the corporation after

1971 and before that time as, on account or in

Heu of payment of, or in satisfaction of, a

distribution of the corporation's share of the

partnership profits or partnership capital

;

(c) where the property is such that the corporation has,

after 1971 and before that time, disposed of a part of

it while retaining another part of it, the amount
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determined under section 45 to be the adjusted cost

base to the corporation of the part so disposed of;

(d) where the property is a share, or an interest therein

or right thereto, of the capital stock of another

corporation, the amount paid by the corporation

therefor, to the extent that the amount was paid

pursuant to an agreement described in subclause v of

clause b of subsection 12 of section 63;

{e) where the property was received by the corporation

as consideration for any payment,

(i) made by the corporation as a shareholder

corporation, within the meaning given to that

expression by subsection 12 of section 63, to a

joint exploration corporation of the share-

holder, and

(ii) described in subclause i of clause a of subsection

12 of section 63,

such portion of the payment as may reasonably be

considered to be related to an agreed portion within

the meaning given to that expression by clause a of

subsection 12 of section 63, of the joint exploration

corporation's Canadian exploration and development
expenses

;

(/) where section 71 is applicable in respect of the cor- *^

poration, the amount, if any, by which the adjusted
I

cost base to the corporation of the property is re- # #
quired in prescribed manner to be reduced before j^
that time; ^

ig) where the property is,

(i) a capital interest in a trust that was purchased
by the corporation, or

(ii) a unit of a unit trust,

any amount paid to the corporation by the trust

after 1971 and before that time as, on account or in

lieu of payment of, or in satisfaction of a distribution

or payment of capital, otherwise than as proceeds of

disposition of the interest or unit, as the case may
be, or of a part thereof;

(A) where the property is a capital interest in a trust,

other than a unit trust, not resident in Canada that

was purchased after 1971 by the corporation from a
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non-resident person at a time when the fair market
value of such of the properties of the trust as were
taxable Canadian properties was not less than 50
per cent of the aggregate of the fair market value of

all properties of the trust and the amount of any
money of the trust on hand, that proportion of the
amount, if any, by which,

(i) the fair market value at that time of such of

the properties of the trust as were taxable
Canadian properties,

exceeds

(ii) the aggregate of the adjusted cost bases to the

trust at that time of such of the properties of

the trust as were taxable Canadian properties,

that the fair market value at that time of the interest

is of the fair market value at that time of all capital

interests in the trust

;

{i) where the property is a unit of a unit trust not

resident in Canada that was purchased after 1971 by
the corporation from a non-resident person at a time

when the fair market value of such of the properties

of the trust as were taxable Canadian properties was
not less than 50 per cent of the aggregate of the

fair market value of all properties of the trust and
the amount of any money of the trust on hand, that

proportion of the amount, if any, by which,

(i) the fair market value at that time of such of

the properties of the trust as were taxable

Canadian properties,

exceeds

(ii) the aggregate of the adjusted cost bases to the

trust at that time of such of the properties of

the trust as were taxable Canadian properties,

that the fair market value at that time of the unit is

of the fair market value at that time of all of the

issued units of the trust

;

{j) any grant, subsidy or other assistance from a govern-

ment, municipality or other public authority received

by the corporation for or in respect of the acquisition

by it after 1971 of the prof>erty;
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(k) where the property is a bond, debenture or similar

security, other than an income bond or income de-

benture, any amount that was deductible by virtue of

subsection 12 of section 24 in computing the corpora-

tion's income for any fiscal year commencing before

that time in respect of interest thereon ; and

(/) such part of the cost to the corporation of the property

as was deductible, otherwise than by virtue of this

Subdivision, in computing the corporation's income
for any fiscal year commencing before that time.

(3) For the purposes of clauses h and i of subsection 2 ,
^^^^^^^^^^^

where any property of a trust would, at a particular time^^^g'^^

have been a taxable Canadian property of the trust if it had been
disposed of by the trust at that time, the property shall be
deemed to have been a taxable Canadian property of the trust

at that time. New.

56. In this Subdivision, utioT^'

(a) "adjusted cost base" to a corporation of any property

at any time means, except as otherwise provided,

(i) where the property is depreciable property of

the corporation, the capital cost to it of the

property as of that time, and

(ii) in any other case, the cost to the corporation ^
of the property adjusted, as of that time, in •

accordance with section 55, . |^V
except that J^

(iii) for greater certainty, where any property of

the corporation is property that was reacquired

by the corporation after having been previously

disposed of by it, no adjustment to the cost

to the corporation of the property that was
required to be made under section 55 before its

reacquisition by the corporation shall be made
under that section to the cost to the corpora-

tion of the property as reacquired property of

the corporation, and

(iv) in no case shall the adjusted cost base of any
property at the time of its disposition by the

corporation be less than nil;

(b) "capital property" of a corporation means,

(i) any depreciable property of the corporation,

and
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(ii) any property, other than depreciable property,

any gain or loss from the disposition of which
would, if the property were disposed of, be a
capital gain or a capital loss, as the case may
be, of the corporation

;

(c) "disposition" of any property except as expressly

otherwise provided, includes,

(i) any transaction or event entitling a corporation
to proceeds of disposition of property,

(ii) any transaction or event by which,

(A) any property of a corporation that is a
share, bond, debenture, note, certifi-

cate, mortgage, hypothec, agreement of

sale or similar property, or an interest

therein, is redeemed in whole or in part

or is cancelled,

(B) any debt owing to a corporation or any
other right of a corporation to receive

an amount is settled or cancelled,

(C) any share owned by a corporation is

converted by virtue of an amalgamation

,

or

(D) any option held by a corporation to ac-

quire or dispose of property expires, and

(iii) any transfer of property to a trust, or any
transfer of property of a trust to any
beneficiary under the trust, except as provided
in clause v,

but, for greater certainty, does not include,

(iv) any transfer of property for the purpose only

of securing a debt or a loan, or any transfer by
a creditor for the purpose only of returning

property that had been used as security for a

debt or a loan,

(v) any transfer of property by virtue of which
there is a change in the legal ownership of the

property without any change in the beneficial

ownership thereof,
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(vi) any issue by a corporation of a bond, debenture,

note, certificate, mortgage or hypothec of the

corporation, or

(vii) any issue by a corporation of a share of its

capital stock, or any other transaction that,

but for this subclause, would be a disposition

by a corporation of a share of its capital stock

;

{d) "eligible capital property" of a corporation means
any property, one-half of any amount payable to the

corporation as consideration for the disposition of

which would, if it disposed of the property, be an
eligible capital amount in respect of a business within

the meaning given that expression in subsection 1 of

section 18;

{e) "foreign exploration and development expenses" in-

curred by a corporation means,

(i) any drilling or exploration expense, including

any general geological or geophysical expense,

incurred by it on or in respect of exploring or

drilling for petroleum or natural gas outside

Canada,

(ii) any prospecting, exploration or development
expense incurred by it in searching for ^>
minerals outside Canada, ^

(iii) its share of the foreign exploration and develop- § ^
ment expenses incurred by any association, ^
partnership or syndicate in a fiscal year there-

of, if at the end of that fiscal year it was a

member or partner thereof;

{/) "foreign resource property" of a corporation means
any property that would be a Canadian resource pro-

perty of the corporation if clause c of subsection 12

of section 63 were read as if the references therein to

"in Canada" were read as references to "outside

Canada", and were read without reference to the

words "after 1971";

{g) "listed personal property" of a corporation means its

personal-use property that is all or any portion of,

or any interest in or right to, any,

(i) print, etching, drawing, painting, sculpture, or

other similar work of art.

,*
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(ii) jewellery,

(iii) rare folio, rare manuscript, or rare book,

(iv) stamp, or

(v) coin;

{h) "personal-use property" of a corporation includes,

(i) property owned by it that is used primarily

for the personal use or enjoyment of one or

more persons each of wiioin is,

(A) a person related to the corporation, or

(B) where the corporation is a beneficiary

under a trust or any person related to

the beneficiary,

(ii) any debt owing to the corporation in respect

of the disposition of property that was its

personal-use property, and

(iii) any property of the corporation that is an
option to acquire property that would, if it

acquired it, be personal-use property of the

corporation,

and "personal-use property" of a partnership includes

any partnership property that is used primarily for the

personal use or enjoyment of any member of the

partnership or for the personal use or enjoyment of

one or more persons each of whom is a member of the

partnership or a person related to such a member

;

(i) "proceeds of disposition" of property includes,

(i) the sale price of property that has been sold,

(ii) compensation for property unlawfully taken,

(iii) compensation for property destroyed, and any
amount payable under a policy of insurance

in respect of loss or destruction of property,

(iv) compensation for property taken under statu-

tory authority or the sale price of property

sold to a person by whom notice of an

intention to take it under statutory authority

was given.
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(v) compensation for property injuriously affected,

whether lawfully or unlawfully or under statu-

tory authority or otherwise,

(vi) compensation for property damaged and any
amount payable under a policy of insurance

in respect of damage to property, except to

the extent that such compensation or amount,
as the case may be, has within a reasonable

time after the damage been expended on
repairing the damage,

(vii) an amount by which the liability of a corpora-

tion to a mortgagee is reduced as a result of the

sale of mortgaged property under a provision

p« of the mortgage, plus any amount received by
the corporation out of the proceeds of such sale,

and

(viii) any amount included in computing a corpora-

tion's proceeds of disposition of the property

by virtue of clause c of section 70,

but, notwithstanding any other provision of this

Part, does not include any amount that would
otherwise be proceeds of disposition of a share to the

extent that such amount is deemed by subsection

2 or 3 of section 78 to be a dividend ; and
'^>

{] ) "superficial loss" of a person means his loss from the t3|^

disposition of a property in any case where, *

(i) the same or identical property, in this clause # ^
referred to as "substituted property", was ^
acquired, during the period beginning 30 days

before the disposition and ending 30 days after

the disposition, by the person or a corpora-

tion controlled, whether directly or indirectly

in any manner whatever, by him, and

(ii) at the end of the period referred to in sub-

clause i the person or the corporation controlled,

whether directly or indirectly in any manner
whatever, as the case may be, owned the

substituted property,

except that a loss otherwise described in this clause

shall be deemed not to be a superficial loss if the

disposition giving rise to the loss,

(iii) was a disposition deemed by section 50 to

have been made,

(iv) was the expiry of an option, or
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(v) was a disposition of property by the f)erson

to which subsection 4 of section 79 appHes.

Avoidance 57. For the purposes of this subdivision, where the result

of one or more sales, exchanges, declarations of trust, or other

transactions of any kind whatever is that a corporation

has disposed of property under circumstances such that it may
reasonably be considered to have artificially or unduly,

(a) reduced the amount of its gain from the disposition;

(b) created a loss from the disposition; or

(c) increased the amount of its loss from the disposition,

the corporation's gain or loss, as the case may be, from the

disposition of the property shall be computed as if such

reduction, creation or increase, as the case may be, had not

occurred. New.

Amounts to
be included
in income
for year

Pension
benefits

Subdivision C—other sources of income

58.—(1) Without restricting the generahty of section 12,

there shall be included in computing the income of a corpora-

tion for a fiscal year,

(a) any amount received in the fiscal year as, on account

or in lieu of payment of, or in satisfaction of a

superannuation or pension benefit

;

Annuity
payments

Deferred
profit
sharing plan

Life insur-
ance policy
proceeds

Allocations
under Insur-
ance policies

Legal costs

{b) any amount received by the corporation in the

fiscal year as an annuity payment except to the

extent that the payment is otherwise required to be

included in computing the corporation's income for

the fiscal year;

(c) amounts received by the corporation in the fiscal

year under a deferred profit sharing plan as provided

by section 120;

{d) amounts that the corporation became entitled to

receive in the fiscal year upon the disposition of an
interest in a life insurance policy, to the extent

provided by section 121

;

(e) amounts allocated to the corporation in the fiscal

year by an insurer as provided by section 121

;

if) amounts received by the corporation in the fiscal

year as legal costs awarded to it by a court on an appeal

in relation to an assessment of tax, interest or
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penalties under this Act or the Income Tax Act

(Canada), if with respect to that assessment an

amount has been deducted or may be deductible

under clause b of subsection 1 of section 60 in

computing its income

;

(g) the amount, if any, by which any grant received by^®^®*J°^

the corporation in the fiscal year to enable it to carry

on research or any similar work exceeds the aggregate

of expenses incurred by it in the fiscal year for the

purpose of carrying on the work, other than,

(i) expenses in respect of which the corporation

has been reimbursed, or

(ii) expenses that are otherwise deductible in

computing the corporation's income for the

fiscal year. R.S.O. 1970, c. 91, s. 17, amended.

(2) A payment or transfer of property made pursuant
J^^J^^^g^^^^g

to the direction of, or with the concurrence of, a corpora-

tion to some other person for the benefit of the corporation

or as a benefit that the corporatfon desired to have conferred

on the other person shall be included in computing the

corporation's income to the extent that it would be if the

payment or transfer had been made to the corporation.
'-^f,

R.S.O. 1970,c. 91.S. 27(1). %

(3) For the purpose of this Part, a payment or transfer
|^°^*J^*'*^"

•>
in a fiscal year of property made to the corporation or some payments or ^
other person for the benefit of the corporation and other

persons jointly or a profit made by the corporation and
other persons jointly in a fiscal year shall be deemed to

have been received by the corporation in the fiscal year to

the extent of the corporation's interest therein notwith-

standing that there was no distribution or division thereof

in that fiscal year. R.S.O. 1970, c. 91, s. 27 (2).

(4) Where a person has, at any time before the end of
^/"^f^^^

a fiscal year, whether before or after the end of 1971, trans- to income

ferred or assigned to another person with whom he was not

dealing at arm's length the right to an amount that would,

if the right thereto had not been so transferred or assigned,

be included in computing the person's income for the fiscal

year because the amount would have been received or receivable

by him in or in respect of the fiscal year, the amount shall

be included in computing the person's income for the fiscal
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year unless the income is from property and the person has

also transferred or assigned the property. R.S.O. 1970, c. 01

,

s. 33, amended.

Amount
receivable
as consid-
eration for
disposition
of resource
property

R.S.0. 1970.

C.91

59.— (1) Where in a fiscal year a corporation disposes of,

(a) a Canadian resource property; or

{b) any right, licence or privilege described in sub-

section 12 of section 58 of The Corporations Tax Ad,
as it read in its application to Hscal years prior tol972,

that was acquired by the corporation,

(i) in the case of,

(A) a corporation that is a principal-

business corporation within the meaning
given to that expression by subsection

12 of section 63 or that was, at the time

it acquired the property, such a princi-

pal-business corporation, or

5^., R.S.C. 1952,
c. 148

(B) an association, partnership or syndi-

cate described in subsection 4 of section

83A of the Income Tax Act (Canada)

as it read in its appHcation to the 1971

fiscal year,

before 1972, and

(ii) in any other case, after April 10, 1962 and
before 1972,

under an agreement or other contract or arrangement

described therein,

the amount receivable by the corporation as consideration

for the disposition thereof shall be included in computing the

corporation's income for the fiscal year, notwithstanding that

the amount of any part thereof may not be received until

a subsequent fiscal year. R.S.O. 1970, c. 91, s. 58 (15).

Amount
deducted
under s.

61 In pre-
ceding year

(2) There shall be included in computing a corporation's

income for a fiscal year any amount in respect of.

(a) a Canadian resource property; or
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(b) any prof)erty referred to in clause b of subsection 1 or

clause a of subsection 3,

that has been deducted under section 61 in computing the

corporation's income for the immediately preceding fiscal year.

(3) Where a corporation has made a disposition after 1971
ofl^^Q^^ce

of property owned by it on December 31, 1971, that,
acquired
before 1972

{a) is property described in any of subclauses i to vi of

clause c of subsection 12 of section 63 and is not

property described in clause b of subsection 1

,

the following rules apply,

(6) the relevant percentage of the amount receivable by
the corporation as consideration for the disposition

thereof shall be included in computing the corpora-

tion's income for its fiscal year in which the disposi-

tion was made, notwithstanding that the amount
or any part thereof may not be received until a sub-

sequent fiscal year; and

(c) where the corporation and the person who acquired

the property were not dealing with each other at

arm's length, for the purposes of this section, sections

61 and 63, '^^

(i) the cost to that person of the property shall be

deemed to be the amount included in the cor- | ^
poration's income by virtue of clause 6 in

j^
respect of the disposition by the corporation !»

of the property, and

(ii) when that person subsequently disposes of the

property or any right or interest therein, the

amount receivable by that person as con-

sideration for the disposition shall be deemed
to be the relevant percentage of the amount
actually receivable by that person as considera-

tion therefor.

(4) For the purposes of clauses b and c of subsection 3 , Pion^oT**"*'

the "relevant percentage" of any amount receivable as con-p^^Jfg^*°^g„

sideration for the disposition of property is 60 per cent plus

the percentage, not exceeding 40 per cent, obtained when 5

per cent is multiplied by the number of full calendar years in

the period commencing at the end of 1972 and ending with the

end of the calendar year in which the disposition was made.
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Interpre-
tation (5) In this section, "Canadian resource property" has the

meaning given to that expression by section 63. New

Subdivision D—deductions in computing income

Other
deduo-
tions

Capital
element
of annuity
payments

Expenses
of objec-
tion or
appeal

1970-71,
c. 63 (Can.)

60.—(1) There may be deducted in computing a corpora-

tion's income for a fiscal year such of the following amounts
as are applicable,

{a) the capital element of each annuity payment, other

than a superannuation or pension benefit, a payment
under a registered retirement savings plan, or a pay-

ment of an annuity paid or purchased pursuant to a

deferred profit sharing plan, included in computing
the corporation's income for the fiscal year, that is

to say,

(i) if the annuity was paid under a contract, an
amount equal to that part of the payment
determined in prescribed manner to have been
a return of capital, and

(ii) if the annuity was paid under a will or trust,

such part of the payment as can be established

by the recipient not to have been paid out of

the income of the estate or trust ; R.S.O. 1970,

c. 91,s. 23 (1) {q).

{b) amounts paid by the corporation in the fiscal year

in respect of fees or expenses incurred in preparing,

instituting or prosecuting an objection to, or an

appeal in relation to, an assessment of tax, interest or

penalties under this Act or the Income Tax Act

(Canada); R.S.O. 1970, c. 91, s. 23 (1) {w).

Corpora-
tion tax (c) all corporation taxes payable in the fiscal year by the

corporation. R.S.O. 1970, c. 91, s. 23 (12).

Interpre-
tation (2) In clause c of subsection 1 and in this subsection,

(a) "corporation tax" means a tax imposed by the

Legislature of a province or by a municipality in the

province that is declared by the regulations to be a

tax on corporations, but does not include,

(i) a corporation income tax, or

(ii) any other tax declared by the regulations not

to be a corporation tax

;
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{b) "corporation income tax" means a tax imposed by
the Parliament of Canada or by the Legislature of a
province or by a municipality in the province that is

declared by the regulations to be a tax of general

application on the profits of corporations. R.S.O.

1970, c. 91, s. 23 (13).

61.—(1) In computing a corporation's income for a fiscal Reserve in

year, in this subsection referred to as the "current year", consideration
, for disposi-

where, tion of
resource
property

.
not receivable

(a) by virtue of subsection 1 or 3 of section 59, an amount until

has been included in computing the corporation's year

income for the current year or a previous fiscal year ; or

(b) by virtue of subsection 15 or 16 of section 58 of

The Corporations Tax Act, as it read in its application R|:0- ^^'O-

to fiscal years prior to 1972, an amount has been
included in computing the corporation's income for

that previous fiscal year,

in respect of the disposition of any property and that amount
or a part thereof is not receivable until a day that is after

the end of the current year, there may be deducted as a reserve

in respect of that amount the part thereof that is not receivable

until a day that is after the end of the current year, not

exceeding, where the property was disposed of in a fiscal T^^

year preceding the current year, any amount deducted under '^

this subsection in respect of the disposition of the property . ^
in computing the corporation's income for the fiscal year ^^
immediately preceding the current year, and for greater cer- ^
tainty, no deduction may be made in respect of that amount
by virtue of clause p of subsection 1 of section 24. R.S.O.

1970. c. 91, s. 61 (1).

(2) Subsection 1 does not apply to allow a deduction in Application
.

,
. -

^^ -^
. r /- ,

ofsubs. 1

computing the income of a corporation for a fiscal year
if the corporation, at any time in the fiscal year or in the

immediately following fiscal year,

{a) ceases to be a resident of Canada

;

(6) becomes exempt from tax under any provision of this

Part ; or

(c) if a non-resident ceases to have a permanent
establishment in Canada. R.S.O. 1970, c. 91, s. 61 (8).

215
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for oil"**'*
62.— (1) There may be deducted in computing a corpora-

orgas tion's incomc for a fiscal year such amount as an allowance in
well, mine or . ., "

,, , ,• i i- •.

timberiimit respect oi an Oil or gas well, mineral resource or timber limit,

if any, as is allowed to the corporation by regulation. R.S.O.

1970, c. 91, s. 23 (2) (b).

Regulations
(2) For greater certainty it is hereby declared that, in the

case of a regulation made under subsection 1 allowing to a

corporation an amount in respect of an oil or gas well or a

mineral resource.

Lessee's
share of
allowance

Exploration
and develop-
ment ex-
penses of
grinclpal-
usiness

corporations

t^

{a) there may be allowed to the corporation by such

regulation an amount in respect of any or all oil or gas

wells or mineral resources in which the corporation

has any interest ; and

(b) notwithstanding any other provision contained in

this Act, the Lieutenant Governor in Council may
prescribe the formula by which the amount that may
be allowed to the corporation by such regulation shall

be determined. R.S.O. 1970, c. 91 , s. 23 (4).

(3) Where a deduction is allowed under subsection 1 in

respect of a coal mine operated by a lessee, the lessor and lessee

may agree as to what portion of the allowance each may deduct

and, in the event that they cannot agree, the Minister may
fix the portions. R.S.O. 1970. c. 91 , s. 23 (5).

63.— (1) A principal-business corporation may deduct, in

computing its income for a fiscal year, the lesser of

,

(a) the aggregate of such of its Canadian exploration

and development expenses as were incurred by it

before the end of the fiscal year, to the extent that

they were not deductible in computing income for a

previous fiscal year; and

(b) of that aggregate, an amount equal to its income for

the fiscal year if no deduction were allowed under this

section or section 62, minus the deductions allowed

for the fiscal year by subsections 2, 5 and 6 and by
section 100. R.S.O. 1970, c. 91, s. 58 (5).

Expenses
of special
product
corporations

(2) A corporation, other than a principal-business corpora-

tion the principal business of which is described in subclauses

i or ii of clause /of subsection 12, whose principal business is

production or marketing of sodium chloride or potash or

whose business includes manufacturing products the manu-
facturing of which involves processing sodium chloride or

potash, may deduct, in computing its income for a fiscal year,
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the drilling and exploration expenses incurred by it in the

year on or in respect of exploring or drilling for halite or

sylvite. R.S.O. 1970, c. 91, s. 58 (4).

(3) A corporation other than a principal-business corpora-
^^p^^I^^

tion may deduct, in computing its income for a fiscal year, corporations

the lesser of,

{a) the aggregate of such of its Canadian exploration and
development expenses as were incurred by it before

the end of the fiscal year to the extent they were not

deductible in computing its income for a previous

fiscal year; and

{b) of that aggregate, the amount, if any, by which the

greater of,

(i) such amount as the corporation may claim,

not exceeding 20 per cent of the aggregate

determined under clause a, and

(ii) the aggregate of,

(A) its income for the fiscal year from
operating an oil or gas well in Canada or

from operating a mine in Canada, if the

corporation had an interest in the oil ^
or gas well, or mine, as the case may be, ^
at any time in the fiscal year, »

(B) its income for the fiscal year from ,j^

royalties in respect of an oil or gas well

in Canada or a mine in Canada, and

(C) the aggregate of amounts each of which

is an amount, in respect of a Canadian

resource property or a property referred

to in clause b of subsection 1 of section 59

or clause a of subsection 3 of section

59 that has been disposed of by it, equal

to the amount, if any, by which,

1. the amount included in comput-
ing its income for the fiscal year

by virtue of section 59 in respect

of the disposition of the property,

exceeds
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no

2. the amount deducted under sec-

tion 61 in respect of the property

in computing its income for the

fiscal year,

if no deductions were allowed under section 62,

exceeds

(iii) the amount of any deduction allowed by the

Corporations Tax Application Rules, 1972 in

respect of this subclause in computing its

income for the fiscal year. R.S.O. 1970,

c. 91, s. 58(10).

Dealers
(4) Sections 59 and 61 and subsection 3 do not apply in

computing the income for a fiscal year under this Part of a

corporation, other than a principal-business corporation,

whose business includes trading or dealing in rights, licences or

privileges to explore for, drill for or take minerals, petroleum,

natural gas or other related hydrocarbons. R.S.O. 1970,

c. 91, s. 58(19).

corporation's (^) Where a principal-business corporation, in this sub-
canadian section referred to as the "successor corporation", has, at any
exploration

"
.

•'

and time after 1971, acquired from another principal-business
development . , . ^, , , , << i

expenses corporation, in this subsection referred to as the predecessor

corporation", all or substantially all of the property of the

predecessor corporation used by it in carrying on in Canada
its principal business, there may be deducted by the successor

corporation, in computing its income under this Part for a

fiscal year, the lesser of

,

(a) the aggregate of the Canadian exploration and
development expenses incurred by the predecessor

corporation to the extent that such expenses,

(i) were not deductible by the successor corpora-

tion in computing its income for a previous

fiscal year, and were not deductible by the

predecessor corporation in computing its

income for the fiscal year in which the property

so acquired was acquired by the successor

corporation or its income for a previous fiscal

year, and

(ii) would have been deductible by the predecessor

corporation in computing its income for the

fiscal year in which the property so acquired

was acquired by the successor corporation, if

215



Ill

the predecessor corporation's income for that

fiscal year had been sufficient for the purpose

;

and

(b) of that aggregate, an amount equal to such part

of its income for the fiscal year if no deduction were

allowed under this section, section 62 or the

Corporations Tax Application Rules, J972 in respect

of this clause, minus any deductions allowed for the

fiscal year by subsections 2 and 6, section 100 and the

provisions of the Corporations Tax Application Rules,

1972 allowing a deduction for the purposes of this

clause, as may reasonably be regarded as attributable

to the production of petroleum or natural gas from
wells, or the production of minerals from mines,

situated on property in Canada from which the

predecessor corporation had, immediately before the

acquisition by the successor corporation of the

property so acquired, a right to take or remove
petroleum or natural gas or a right to take or

remove minerals,

and, in respect of any such expenses included in the aggregate

determined under clause «, no deduction may be made under this

section by the predecessor corporation in computing its

income for a fiscal year subsequent to its fiscal year in

which the property so acquired was acquired by the successor

corporation. R.S.O. 1970, c. 91, s. 58 (23).
''^^

(6) Where a principal-business corporation, in this sub- f
^^^"g'^Qj. . (^

section referred to as the "second successor corporation ".corporation's '^
,„_. . ,

^
. . Canadian J9

has at any time after 1971 acquired from a corporation, in exploration .^

this subsection referred to as the "first successor corpora- ment ^
tion", that was a successor corporation within the meaning

®^^®°^^^

of subsection 5, all or substantially all of the property

of the first successor corporation used by it in carrying on
in Canada its principal business, there may be deducted by
the second successor corporation, in computing its income
under this Part for a fiscal year, the lesser of,

(a) the aggregate determined by adding the exjjenses

referred to in clause a of subsection 5 for the purpose of

determining the deduction allowable to the first

successor corporation under subsection 5 in comput-
ing its income for a previous fiscal year, to the extent

that such expenses,

(i) were not deductible by the second successor

corporation or any other corporation in

computing its income for a previous fiscal
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year, and were not deductible by the first

successor corporation in computing its income
for the fiscal year in which the property so

acquired was acquired by the second successor

corporation, and

(ii) would, but for the provisions of clause b of

subsection 5, have been deductible by the

first successor corporation in computing its

income for the fiscal year in which the property

so acquired was acquired by the second

successor corporation; and

(b) of that aggregate, an amount equal to such part

of its income for the fiscal year if no deduction

were allowed under this section or section 62 or

the Corporations Tax Application Rules, J972 in

respect of this clause, minus any deductions allowed

for the fiscal year by subsection 2, section 100 and

the provisions of the Corporations Tax Application

Rules, 1972 allowing a deduction for the purposes of

this clause, as may reasonably be regarded as

attributable to the production of petroleum or

natural gas from wells, or the production of

minerals from mines, situated on property in

Canada from which the predecessor of the first

.. . successor corporation within the meaning of sub-

,| section 5 had, immediately before the acquisition

^k. by the first successor corporation of the property

fP so acquired by the second successor corporation,

a right to take or remove petroleum or natural gas

or a right to take or remove minerals

,

^-, -t^

and, in respect of any such expenses included in the aggregate

determined under clause a, no deduction may be made under

this section by the first successor corporation in computing its

income for a fiscal year subsequent to its fiscal year in which

the property so acquired was acquired by the second

successor corporation. R.S.O. 1970, c. 91, s. 58 (27).

exp?oration (^) ^ joint exploration corporation may in a fiscal year
corporation elect in prescribed form to renounce in favour of another

corporation that is a principal-business corporation an agreed

portion of the aggregate of such of the joint exploration cor-

poration's Canadian exploration and development expenses

as were incurred by it during a period, after 1971 and before

the end of the fiscal year, throughout which the other cor-

poration was a shareholder corporation, to the extent that the

aggregate of such expenses exceeds any amount deductible

under subsection 1 in respect thereof by the joint exploration
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corporation in computing its income for any fiscal year previous

to the fiscal year in which the election was made, and upon the

election the said agreed portion,

(a) shall be deemed, for the purpose of subsection 1, to

be Canadian exploration and development expenses

incurred by the other corporation in the fiscal year

of the corporation in which the election was made;
and

(6) shall be subtracted from the aggregate described in

clause a of subsection 1 in determining the amount
deductible by the joint exploration corporation under
subsection 1 in computing its income. R.S.O. 1970,

c. 91, s. 58 (7, 8), amended.

(8) Where control of a corporation has, after 1971 and^^°^^°^

between a time when the corporation ceased to carry on
active business and a time when it commenced to carry on
active business again, been acquired by,

(a) a person; or

(6) a person and other persons with whom that person

does not deal at arm's length,

who did not control the corporation at the time when it so

ceased to carry on active business, all of the Canadian ex- ^
ploration and development expenses incurred by the corporation p
before the time when it commenced to carry on active business f«

again shall be deemed to have been deductible in computing its * >
incomes for fiscal years ending before the time when such ^^
control was so acquired. New.

(9) In computing a corporation's Canadian exploration computauon^

and development expenses, and develop-

i,

(a) there shall be deducted any amount paid to it,

(i) after 1971 under the Northern Mineral Ex-
ploration Assistance Regulations (Canada)

made under an Appropriation Act (Canada)

that provides for payments in respect of the

Northern Mineral Grants Program,

(ii) pursuant to any agreement entered into be-

tween the corporation and Her Majesty in

right of Canada under the Northern Mineral

Grants Program or the Development Program
of the Department of Indian Affairs and

ment
expenses
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Northern Development, to the extent that the

amount has been expended by the corporation

as or on account of Canadian exploration and
development expenses incurred by it, or

(iii) after 1971 under the Mineral Exploration As-
sistance Program (Ontario); and

(b) there shall be included any amount, except an amount
in respect of interest, paid by the corporation after

1971 under the Regulations referred to in subclause i

of clause a to Her Majesty in right of Canada and
under the Mineral Exploration Assistance Program
(Ontario) to Her Majesty in right of Ontario. R.S.O.

1970, c. 91, s. 58 (28).

Limitation
(jQ) Where a corporation has incurred expenses the deduc-

tion of which from income is authorized under more than one
provision of this section, the corporation is not entitled to make
the deduction under more than one provision but is entitled

to select the provision under which to make the deduction.

R.S.O. 1970, c. 91, s. 58 (30).

Amounts
deemed (11) For the purposes of section 12, any amount deductible

1^ ^®d*^r*thi*
under the Corporations Tax Application Rules, 1972 in respect

Subdivision of this subsection shall be deemed to be deductible under this

Subdivision. New.

S^tion (12) In this section,
pretatlon

"agreed portion" in respect of a corporation that was
a shareholder corporation of a joint exploration cor-

poration means such amount as may be agreed upon
between the joint exploration corporation and the

shareholder corporation not exceeding,

(i) the payments referred to in subclause iii of

clause g made by the shareholder corporation

to the joint exploration corporation during the

period it was a shareholder corporation of the

joint corporation,

minus,

(ii) the aggregate of the amounts, if any, previously
renounced by the joint exploration corpora-
tion under subsection 7 in favour of the share-
holder corporation; R.S.O. 1970, c. 91
s. 58 (9) (c).

215



115

{b) "Canadian exploration and development expenses"

incurred by a corporation means,

(i) any drilling or exploration expense, including

any general geological or geophysical expense,

incurred by the corporation after 1971 on or in

respect of exploring or drilling for petroleum or

natural gas in Canada,

(ii) any prospecting, exploration or development

expense incurred by after 1971 in searching

for minerals in Canada,

(iii) the cost to the corporation of any Canadian

resource property acquired by it,

(iv) the corporation's share of the Canadian

exploration and development expenses in-

curred after 1971 by any association, partner-

ship or syndicate in a fiscal year thereof, if at

the end of that fiscal year the corporation was
a member or partner thereof, and

(v) where the corporation is a principal-business

corporation, the amount paid by it for any
share or any interest therein or right thereto,

to the extent that the amount was paid pursuant ^
to an agreement under which it undertook to

<Ji

incur, after 1971, the cost of, •

(A) drilling or exploration activities, m- ^j^

eluding any general geological or geo- .7

physical activities, in or in respect of

exploring or drilling for petroleum or

natural gas in Canada,

(B) prospecting, exploration or develop-

ment activities in searching for minerals

in Canada, or

(C) acquiring a Canadian resource property,

but, for greater certainty, does not include,

(vi) any consideration given by the corporation

for any share or any interest therein or right

thereto, except as provided by subclause v, or

(vii) any cost described in subclause v, if the

obligation of any other p)erson to incur those
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costs was, by virtue of subclause v, a Canadian
exploration and development expense of that

other person; New.

(c) "Canadian resource property" of a corporation means
any property acquired by it after 1971 that is,

(i) any right, licence or privilege to explore for,

drill for, or take petroleum, natural gas or other

related hydrocarbons in Canada,

(ii) any right, licence or privilege to prospect,

explore, drill, or mine for, minerals in a mineral

resource in Canada,

(iii) any oil or gas well situated in Canada,

(iv) any rental or royalty computed by reference to

the amount or value of production from an oil

or gas well, or a mineral resource, situated in

Canada,

(v) any real property situated in Canada the

principal value of which depends upon its

mineral resource content, but not including

any depreciable property situated on the

surface of the property or used or to be used

in connection with the extraction or removal
of minerals therefrom, or

(vi) any right to or interest in any property

described in any of subclauses i to v ; New.

{d) "drilling or exploration expense" incurred on or in

respect of exploring or drilling for petroleum or

natural gas includes,

(i) any annual payment made for the preservation

of a Canadian resource property or any
property referred to in clause b of subsection

1 of section 59, and

(ii) any expense incurred on or in respect of,

(A) drilling or converting a well for the

disposal of waste liquids from a petrol-

eum or natural gas well,

(B) drilling for water or gas for injection

into a petroleum or natural gas forma-

tion, or
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(C) drilling or converting a well for the

injection of water or gas to assist in

the recovery of petroleum or natural

gas from another well; R.S.O. 1970,

c. 91, s. 58 (26).

(e) "joint exploration corporation" means a principal-

business corporation that has not at any time since

its incorporation had more than ten shareholders,

not including any individual holding a share for the

sole purpose of qualifying as a director; New.

{/) "principal-business corporation" means a corporation

whose principal business is,

(i) production, refining or marketing of petroleum,

petroleum products or natural gas, or exploring

or drilling for petroleum or natural gas,

(ii) mining or exploring for minerals,

(iii) processing mineral ores for the purpose of

recovering metals therefrom,

(iv) a combination of

,

(A) processing mineral ores for the purpose

of recovering metals therefrom, and f>

(B) processing metals recovered from the ^

ores so processed,
I T

(v) fabricating metals, or

(vi) operating a pipeline for the transmission of oil

or natural gas; and R.S.O. 1970,c.91,s.58(5).

{g) "shareholder corporation" of a joint exploration

corporation means a corporation that for the period

in respect of which the expression is being applied,

(i) was a shareholder of the joint exploration

corporation,

(ii) was a principal-business corporation, and

(iii) made payments to the joint exploration

corporation in respect of Canadian exploration

and development exp)enses incurred by the

joint exploration corporation. R.S.O. 1970,

c. 91, s. 58(9).

^
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Subdivision E—rules relating
TO computation of income

Hmitationre ^^' ^" computing income, no deduction shall be made in

expenses respect of an outlay or expense in respect of which any amount
is otherwise deductible under this Act, except to the extent

that the outlay or expense was reasonable in the circumstances.

R.S.O. 1970,c. 91,s. 24(2).

Amounts Q5, Where an amount can reasonably be regarded as being
consideration in part the Consideration for the disposition of anv property of
for disposition ^ . , , . . ^ ^ .. ^. / ^C-
of property a corporation and as bemg m part consideration tor something

else, the part of the amount that can reasonably be regarded

as being the consideration for such disposition shall be

deemed to be proceeds of disposition of that property

irrespective of the form or legal effect of the contract or

agreement, and the person to whom the property was disposed

of shall be deemed to have acquired the property at the same
part of that amount. R.S.O. 1970, c. 91, s. 32 (8) par. 7.

consiXra-® 66.—(1) Except as expressly otherwise provided in this

tions Act,

(fl) where a corporation has acquired anything from

a person with whom it was not dealing at arm's

length at an amount in excess of the fair market value

thereof at the time it so acquired it, the corporation

shall be deemed to have acquired it at that fair market

value;

(6) where a corporation has disposed of anything,

(i) to a person with whom it was not dealing

at arm's length for no proceeds or for proceeds

less than the fair market value thereof at the

time it so disposed of it, or

(ii) to any person by way of gift inter vivos,

it shall be deemed to have received proceeds of

disposition therefor equal to that fair market
value ; and

(c) where a corporation has acquired property by way
of gift, bequest or inheritance, it shall be deemed to

have acquired the property at its fair market value

at the time it so acquired it. R.S.O. 1970, c. 91,

s. 28 (1, 2), amended.
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(2) Where a corporation carrying on business in Canada^"*®™

has paid or agreed to pay, to a non-resident person with whom
it was not deahng at arm's length as price, rental, royalty

or other payment for or for the use or reproduction of any
property, or as consideration for the carriage of goods or

passengers or for other services, an amount greater than the

amount, in this subsection referred to as "the reasonable

amount", that would have been reasonable in the circumstances

if the non-resident person and the corporation had been

dealing at arm's length, the reasonable amount shall, for the

purpose of computing the corporation's income from the

business, be deemed to have been the amount that was paid or

is payable therefor. R.S.O. 1970, c. 91, s. 28 (3).

(3) Where a non-resident person had paid, or agreed to^^®™

pay, to a corporation carrying on business in Canada with

whom he was not dealing at arm's length as price, rental,

royalty or other payment for or for the use or reproduction

of any property, or as consideration for the carriage of goods
or passengers or for other services, an amount less than the

amount, in this subsection referred to as "the reasonable

amount", that would have been reasonable in the circumstances

if the non-resident person and the corporation had been
dealing at arm's length, the reasonable amount shall, for the

purpose of computing the corporation's income from the

business, be deemed to have been the amount that was paid or

is payable therefor. R.S.O. 1970, c. 91, s. 28 (4).

^^
(4) Where property of a corporation has been appropriated^'^®™ 1l

in any manner whatever to, or for the benefit of, a shareholder, *

for no consideration or for a consideration below the fair i T
market value, if the sale thereof at the fair market value >
would have increased the corporation's income for a fiscal year,

for the purpose of determining the corporation's income for

the fiscaJ year, it shall be deemed to have sold the property

during the fiscal year and to have received therefor the fair

market value thereof. R.S.O. 1970, c. 91, s. 28 (5).

(5) Where property of a corporation has been appropriated ^^^"^

in any manner whatever to, or for the benefit of, a shareholder,

on the winding-up of the corporation, if the sale thereof at

the fair market value immediately prior to the winding-up would
have increased the corporation's income for a fiscal year, for

the purpose of determining the corporation's income for the

fiscal year, it shall be deemed to have sold the property

during the fiscal year and to have received therefor the

fair market value thereof. R.S.O. 1970, c. 91, s. 28 (6).

67 .— (
1 ) Where a corf)oration has received a security or other ^f^s-^

right or a certificate of indebtedness or other evidence of [action of

indebtedness wholly or partially as, in lieu of payment of, or debt

215
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in satisfaction of, a debt that was then payable, the amount
of which debt would be included in computing its income if it

had been paid, the value of the security, right or indebtedness

or the applicable portion thereof shall, notwithstanding

the form or legal effect of the transaction, be included in

computing its income for the fiscal year in which it was
received. R.S.O. 1970, c. 91, s. 34 (1).

Idem
(2) Where a security or other right or a certificate of

indebtedness or other evidence of indebtedness has been

received by a corporation wholly or partially as, in lieu

of payment of, or in satisfaction of, a debt before the debt

was payable, but was not itself payable or redeemable before

the day on which the debt was payable, it shall, for the

purpose of subsection 1 , be deemed to have been received when
the debt became payable by the person holding it at that time.

R.S.O. 1970, c. 91, s. 34(2).

Idem
(3) This section is enacted for greater certainty and shall

not be construed as limiting the generality of the other

provisions of this Part by which amounts are required to be

included in computing income. R.S.O. 1970, c. 91, s. 34 (3).

Bond
conver-
sion

68. Where a bond of a debtor is acquired by a corporation

in exchange for another bond of the same debtor and,

(a) the terms on which the bond for which it was
exchanged was issued conferred upon the holder

thereof the right to make the exchange; and

(6) the amount payable to the holder of the bond on its

maturity is the same as the amount that would have
been payable to the holder of the bond for which it

was exchanged on the maturity of that bond,

the cost of the bond so acquired and the sale price of the

bond for which it was exchanged shall be deemed to be,

(c) in the event that the bond that was exchanged was
property described in an inventory of a business

carried on by the corporation, the amount at which
it had been valued at the end of the last complete
fiscal year of the business preceding the exchange ; or

(d) in any other event, the adjusted cost base to the

corporation of the bond that was exchanged,

immediately before the exchange. R.S.O. 1970,

c. 91,s. 35.
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69.—(1) Where an amount in respect of a deductible outlay ^^^^^^
or expense that was owing by a corporation to a person with

whom the corporation was not dealing at arm's length at the

time the outlay or expense was incurred and at the end of

the second fiscal year following the fiscal year in which
the outlay or expense was incurred, is unpaid at the end of

that second fiscal year, either,

(a) the amount so unpaid shall be included in computing
the corporation's income for the third fiscal year follow-

ing the fiscal year in which the outlay or expense was
incurred; or

(b) where the corporation and that person have filed

an agreement in prescribed form on or before the

day on or before which the corporation is required

by section 145 to file its return for the third

succeeding fiscal year, for the purposes of this Act the

following rules apply

:

(i) the amount so unpaid shall be deemed to have
been paid by the corporation and received by
that person on the first day of the said third

fiscal year, and section 153 of the Income Tax c^63 (Can.)

Act (Canada), except subsection 3 thereof, is

applicable to the extent that it would apply if

that amount were being paid to that person

by the corporation , and ^

(ii) that person shall be deemed to have made
a loan to the corporation on the first day of -,

the said third fiscal year in an amount equal f %
to the amount so unpaid minus the amount, if 4r

any, deducted or withheld therefrom by the

corporation on account of that person's tax

for the said third fiscal year. R.S.O. 1970,

€.91,5.29(1).

(2) Where an amount in respect of a deductible outlay ^^^"^

or expense that was owing by a corporation to a person with

whom the corporation was not dealing at arm's length is

unpaid at the time when the corporation is wound up, and
the corporation is wound up before the end of the second fiscal

year following the fiscal year in which the outlay or expense
was incurred, the amount so unpaid shall be included in

computing the corporation's income for the fiscal year in

which it is wound up. R.S.O. 1970, c. 91 , s. 29 (2).

^3) Where an amount in respect of a deductible outlay or re^nera-
expense that was owing by a corporation to a person as t*o°

salary, wages or other remuneration in resp)ect of an office
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or employment is unpaid at the end of the first fiscal year

following the fiscal year in which the outlay or expense was
incurred, either,

1970-71,

c. 63 (Can.)

4.

Where
unpaid
at time
coiTporation
wound up

Application

Late
filing

(a) the amount so unpaid shall be included in computing
the corporation's income for the second fiscal year

following the fiscal year in which the outlay or

expense was incurred; or

(b) where the corporation and that person have filed

an agreement in prescribed form on or before the day
on or before which the corporation is required by
section 145 to file its return for the first fiscal year

following the fiscal year in which the outlay or

expense was incurred, for the purposes of this Act
the following rules apply

:

(i) the amount so unpaid shall be deemed to have

been paid by the corporation and received

by that person on the first day of the said

second fiscal year, and section 153 of the Income

Tax Act (Canada), except subsection 3 thereof,

is applicable to the extent that it would apply

if that amount were being paid to that person

by the corporation ; and

(ii) that person shall be deemed to have made
a loan to the corporation on the first day of

the said second fiscal year in an amount
equal to the amount so unpaid minus the

amount, if any, deducted or withheld there-

from by the corporation on account of that

person's tax for the said second fiscal year.

R.S.O. 1970, c. 91, s. 29 (3).

(4) Where an amount in respect of a deductible outlay

or expense described in subsection 3 that was owing by a

corporation is unpaid at the time when the corporation is

wound up, and the corporation is wound up before the end of

the first fiscal year following the fiscal year in which the

outlay or expense was incurred, the amount so unpaid shall be

included in computing the corporation's income for the fiscal

year in which it is wound up. R.S.O. 1970, c. 91, s. 29 (4).

(5) Subsection 1 does not apply in any case where sub-

section 3 applies and subsection 2 does not apply in any
case where subsection 4 applies. R.S.O. 1970, c. 91, s. 29 (5).

(6) Where, in respect of an amount described in subsection

1 or 3 that was owing by a corporation to a person, an
agreement in a form prescribed for the purposes of this
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section is filed after the day on or before which the agreement
is required to be filed for the purposes of clause b of sub-

section 1 or clause b of subsection 3, as the case may be, both

clauses a and b of subsection 1 or 3, as the case may be, apply

in respect of the said amount, except that clause a of sub-

section 1 or clause a of subsection 3, as the case may be,

shall be read and construed as requiring 25 per cent only of

the said amount to be included in computing the corporation's

income. R.S.O. 1970, c. 91, s. 29 (6).

70. Where, at any time in a fiscal year, a person who. Mortgage
' -^ J ' f > foreclosures

and condi-
tiioil&l Sdil6S

{a) was a mortgagee or other creditor of another person repossessions

who had previously acquired property ; or

{b) had previously sold property to another person under
a conditional sales agreement,

has acquired or reacquired the beneficial ownership of the

property in consequence of the other person's failure to pay all

or any part of an amount, in this section referred to as the

"person's claim", owing by him to the person, the following

rules apply,

(c) there shall be included, in computing the other person's

proceeds of disposition of the property, the principal

amount of the person's claim plus all amounts each

of which is the principal amount of any debt that f^
had been owing by the other person, to the extent '^i>

that it has been extinguished by virtue of the acquisi-

tion or reacquisition, as the case may be;
^ ^
>

{d ) any amount paid by the other person after the acquisi-

tion or reacquisition, as the case may be, as, on
account of or in satisfaction of the person's claim

shall be deemed to be a loss of that other person, for

his fiscal year in which payment of that amount was
made, from the disposition of the property;

{e) in computing the income of the person for the fiscal

year,

(i) the amount, if any, claimed by him under
subclause iii of clause a of subsection 1 of

section 42 in computing his gain for the im-

mediately preceding fiscal year from the disposi-

tion of the property, and

(ii) the amount, if any, deducted under clause />

of subsection 1 of section 24 in computing the
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income of the person for the immediately
preceding fiscal year in respect of the property,

shall be deemed to be nil

;

(/) the person shall be deemed to have acquired or

reacquired, as the case may be, the property at the

amount, if any, by which the principal amount of

the person's claim exceeds the amount described in

subclause i or ii of clause e, as the case may be,

in respect of the property

;

[g] the adjusted cost base to the person of the person's

claim shall be deemed to be nil ; and

(A) in computing the person's income for the fiscal year

or a subsequent fiscal year, no amount is deductible

in respect of the person's claim by virtue of clause n
or r of subsection 1 of section 24. New.

^ain^on^ ^^* ^^ere at any time in a fiscal year a debt or other

settlement obligation of a corporation to pay an amount is settled or

extinguished after 1971 without any payment by it or by
the payment of an amount less than the principal amount of

the debt or obligation, as the case may be, the amount by
which the lesser of the principal amount thereof and the

amount for which the obligation was issued by the corporation

exceeds the amount so paid, if any, shall be applied

,

(a) to reduce, in the following order, the corporation's,

(i) non-capital losses,

(ii) net capital losses, and

(iii) restricted farm losses,

for preceding fiscal years, to the extent of the

amount of those losses that would otherwise be

deductible in computing the corporation's taxable

income for the fiscal year or a subsequent fiscal year;

and

(6) to the extent that the excess exceeds the portion

thereof required to be applied as provided in clause a,

to reduce in prescribed manner the capital cost to the

corporation of any depreciable property and the

adjusted cost base to it of any capital property;

unless,
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(c) the corporation is, at that time, a bankrupt within

the meaning of section 108;

(d) the debt or obHgation was such that, if interest had
been paid by the corporation in respect of it, no
deduction would have been permitted by this Part

in respect of that interest in computing the cor-

poration's income;

{e) section 70 is appHcable in respect of the debt or

obligation; or

(/) the excess is otherwise required to be included in

computing the corporation's income for the fiscal

year. New.

72. In computing income for the purposes of this Act, no
^^"^^^^^^J^^j

deduction may be made in respect of a disbursement or expense

made or incurred in respect of a transaction or operation that,

if allowed, would unduly or artificially reduce the income.

R.S.O. 1970, c. 91, s. 24(5).

73.—(1) Where the result of one or more sales, exchanges, indire^c^^

declarations of trust, or other transactions of any kind what-or transfer

soever is that a person confers a benefit on a corporation, that

person shall be deemed to have made a payment to the

corporation equal to the amount of the benefit conferred f

.

notwithstanding the form or legal effect of the transactions or 1.

that one or more other persons were also parties thereto ; and **

whether or not there was an intention to avoid or evade taxes i C
under this Act, the payment shall be included in computing a
the income of the corporation. R.S.O. 1970, c. 91, s. 18 (1).

(2) Where it is established that a sale, exchange or other Arm's length

transaction was entered into by a corporation and other

persons dealing at arm's length bona fide and not pursuant to,

or as part of, any other transaction and not to effect payment
in whole or in part of an existing or future obligation, no party

thereto shall be regarded, for the purpose of this section and

for the purpose of section 72, as having conferred a benefit

on a corporation that was party thereto. R.S.O. 1970, c. 91,

s. 18 (2).

74. In computing the income of a corporation for a fiscal
PtVimfing

year there shall be included an amount that is included in

computing the income of the corporation under Part XVI of

the Income Tax Act (Canada) pursuant to section 247 of J^o-''i' c- 83,

that Act. R.S.O. 1970, c. 91. s. 17(o).
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Subdivision F—amounts not included
IN COMPUTING income

Amountonot 75 —(1) There shall not be included in computing the
included In . , •/•/-» r o
Income mcome of a corporation for a fiscal year,

Federal
grants

(a) an amount paid to a corporation on account of a

grant under the Area Development Incentives Act

(Canada), the Industrial Research and Development

Incentives Act (Canada), the Regional Development

Incentives Act (Canada) or the Employment Support

Act (Canada); R.S.O. 1970, c. 91, s. 22 {d).

War Savings
Certificate

>9f?,*

Ship or
aircraft
of non-
residents

•v^

Prospecting

Interest on
certain bonds
and
debentures

[h) an amount received under a War Savings Certificate

issued by His Majesty in right of Canada or under a

similar savings certificate issued by His Majesty in

right of Newfoundland before April 1, 1949; R.S.O.

1970,c. 91, s. 22(a).

(c) the income for the fiscal year of a non-resident cor-

poration earned in Canada from the operation by it

of a ship or aircraft in international traffic, if the

country where that corporation resided grants sub-

stantially similar relief for the fiscal year to a cor-

poration resident in Canada; R.S.O. 1970, c. 91,

s. 22 {b).

(d) an amount in respect of the receipt of a share that

section 37 provides is not to be included; R.S.O.

1970,c. 91, s. 22(c).

{e) interest received by a corporation resident in Canada,

in this clause referred to as the "parent corporation",

on a bond, debenture, bill, note, mortgage, hypothec

or similar obligation received by it as consideration

for the disposition by it, before June 18, 1971, of,

(i) a business carried on by it in a country

other than Canada, or

(ii) all of the shares of a corporation that carried

on a business in a country other than Canada,

and such of the debts and other obligations

of that corporation as were, immediately

before the disposition, owing to the parent

corporation.

if.

(iii) the business was of a public utility or public

service nature,
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(iv) the business or the property described in sub-

clause ii, as the case may be, was disposed of

to a person or persons resident in that country,

and

(v) the obHgation received by the parent corpora-

tion was issued by or guaranteed by the

government of that country or any agent

thereof. New.

(2) {a) Subject to the prescribed conditions, there shall not Exemption

be included in computing the income of a corporation years

income derived from the operation of a mine during

the period of thirty-six months commencing with the

day on which the mine came into production . R .S .O

.

1970, c. 91, s. 57 (4).

(6) In clause a, JStf^""

(i) "mine" does not include an oil well, gas well,

brine well, sand pit, gravel pit, clay pit, shale

pit or stone quarry, other than a deposit of oil

shale or bituminous sand, but does include a

well for the extraction of material from a

sylvite deposit and all such wells, the material

produced from which is sent to a single plant

for processing, shall be deemed to be one mine

,

and VA
(ii) "production" means production in reasonable li

commercial quantities. R.S.O. 1970, c. 91 m
s. 57(5). »#•

Subdivision G— corporations resident in Canada
and their shareholders

76.—(1) In computing the income of a corporation for aj*xaw^^

fiscal year, there shall be included all amounts received by the received

corporation in the fiscal year from corporations resident in

Canada as, on account or in lieu of payment of, or in

satisfaction of taxable dividends. R.S.O. 1970, c. 91, s. 17 [a).

(2) Where, by virtue of subsection 4 of section 58, there is
^^^''j'^J^jjg

included in computing the corporation's income for a fiscal deemed
X*6C6lV6Q

year a dividend received by some other person, for the by corpora-

purposes of this section and section 100, the dividend shall be

deemed to have been received by the corporation. New
Dividend

7 7 .—( 1 ) Where at any particular time after 197 1 a dividend tax-paid

becomes payable by a Canadian corporation to shareholders "urorus
o"

of any class of shares of its capital stock, suJpius*'^'
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(a) such dividend shall be deemed to be payable out of

the corporation's tax-paid undistributed surplus on
hand or out of its 1971 capital surplus on hand to the

extent and in the same manner that such dividend is

deemed to be payable out of the corporation's tax-

paid undistributed surplus on hand or 1971 capital

surplus on hand, as the case may be, for purposes of

(O^)'^'^
subsection 1 of section 83 of the Income Tax Act

(Canada)

;

[h) no pa^rt of the dividend shall be included in com-
puting the income of any shareholder of the corpora-

tion; and

(c) in computing the adjusted cost base to any share-

holder of the corporation of any share of the capital

stock of the corporation owned by him , there shall be

deducted in respect of the dividend an amount as

provided by subclause i of clause a of subsection 2

of section 55.

duSd^nd (^^ Where at any particular time after 1971 a dividend

becomes payable by a private corporation to shareholders of

any class of shares of its capital stock,

{a) the dividend shall be deemed to be a capital

-***»,>
^

dividend to the extent required by subsection 2 of

section 83 of the Income Tax A ct (Canada) ; and

(6) no part of the dividend shall be included in computing
the income of any shareholder of the corporation.

New.
.. -iS'

dmdemi ^^*

—

(^) Where a Corporation resident in Canada has at any
time after 1971 increased the paid-up capital in respect of the

shares of any particular class of its capital stock, otherwise

than by,

(a) payment of a stock dividend

;

(6) a transaction by which

,

(i) the value of its assets less its liabilities has

been increased, or

(ii) its liabilities less the value of its assets have
been decreased,

by an amount not less than the amount of the

increase in the paid-up capital in respect of the

shares of the particular class ; or
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(c) a transaction by which the paid-up capital in respect

of the shares of all other classes of its capital stock

has been reduced by an amount not less than the

amount of the increase in the paid-up capital in respect

of the shares of the particular class,

the corporation shall be deemed to have paid at that time a

dividend on the issued shares of the particular class equal to

the amount, if any, by which the amount of the increase in

the paid-up capital exceeds the aggregate of,

(d) the amount, if any, of the increase referred to in sub-

clause i of clause b or the decrease referred to in

subclause ii of clause b, as the case may be; and

(e) the amount, if any, of the reduction referred to in

clause c,

and a dividend shall be deemed to have been received at that

time by each person who held any of the issued shares of the

particular class immediately after that time equal to that

proportion of the dividend so deemed to have been paid by
the corporation that the number of the shares of the

particular class held by him immediately after that time is

of the number of the issued shares of that class outstanding

immediately after that time. R.S.O. 1970, c. 91, s. 55 (7).

(2) Where funds or property of a corporation resident ^^^^'^'1^*°°^ f^
in Canada have at any time after. 1971 been distributed or "p- etc. .^

otherwise appropriated in any manner whatever to or for the

benefit of the shareholders of any class of shares in its
^
f

capital stock, on the winding-up, discontinuance or reorganiza- a
tion of its business., the corporation shall be deemed to have
paid at that time a dividend on shares of that class equal to

the amount, if any, by which,

{a) the amount or value of the funds or property dis-

tributed or appropriated, as the case may be,

exceeds the lesser of,

(6) the amount, if any, by which the paid-up capital

in respect of the shares of that class immediately

before that time is reduced on the distribution

or appropriation, as the case may be ; and

(c) the paid-up capital limit of the corporation

immediately before that time,

and a dividend shall be deemed to have been received at that

time by each person who held any of the issued shares at that

215
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time equal to that proportion of the amount of the excess

that the number of the shares of that class held by him
immediately before that time is of the number of the issued

shares of that class outstanding immediately before that

time. R.S.O. 1970, c. 91, s. 55(1).

itedemption.
(3) Where at any time after 1971 a corporation resident

in Canada has redeemed, acquired or cancelled in any manner
whatever, otherwise than by way of a transaction described

in subsection 2, any of the shares of any class of its capital

stock, the corporation shall be deemed to have paid at that

time a dividend on a class of shares comprising the shares

so redeemed, acquired or cancelled, equal to,

(a) in the case of any such shares in respect of the

redemption or acquisition of which the corporation

is required to pay tax under section 182 of the

lo^)'^'^ ^^(^ome Tax Act (Canada), the amount, if any, by
which the paid-up capital in respect of those shares

immediately before that time exceeds the paid-up

capital limit of the corporation immediately before

that time ; and

(b) in the case of any other such shares, the amount,
if any, by which the amount paid by the corporation

on the redemption, acquisition or cancellation, as

t|^, the case may be, of those shares exceeds the lesser of,

(i) the paid-up capital in respect of those shares

immediately before that time, and

(ii) the amount, if any, by which the paid-up

capital limit of the corporation immediately

before that time exceeds the amount that was
its paid-up capital in respect of the shares

referred to in clause a so redeemed, acquired

or cancelled at that time,

and a dividend shall be deemed to have been received at that

time by each person who held any of those shares at that

time equal to the aggregate of,

(c) that proportion of the excess referred to in clause a

that the number of those shares held by him
immediately before that time and described in that

clause is of the total number of those shares

described in that clause ; and

(d) that proportion of the excess referred to in clause b

that the number of those shares held by him
immediately before that time and not described in
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clause a is of the total number of those shares not

described in that clause. R.S.O. 1970, c. 91, s. 55 (2).

(4) Where at any time after 1971 a corporation resident ^j®**^j^*^o°

in Canada has reduced the paid-up capital in respect of capital

any shares of any class of its capital stock otherwise than
by way of a redemption, acquisition or cancellation of those

shares or a transaction described in subsection 2,

{a) the corporation shall be deemed to have paid at that

time a dividend on shares of that class equal to the

amount, if any, by which the amount paid by it on the

reduction of the paid-up capital exceeds the paid-

up capital hmit of the corporation immediately
before that time ; and

[h) a dividend shall be deemed to have been received at

that time by each person who held any of the issued

shares at that time equal to that proportion of the

amount of the excess referred to in clause a that the

number of the shares of that class held by him
immediately before that time is of the number of the

issued shares of that class outstanding immediately
before that time.

(5) Where, ^^"l°?i?^ ^^ '
' distributed

or paid

{a) the amount of the property distributed or appro- share 'h^

priated by a corporation as described in clause a of ^
subsection 2; or „

i/
(6) the amount paid by a corp)oration as described in ^

clause h of subsection 3 or clause a of subsection 4,

includes a share of the capital stock of the corporation, for

the purposes of subsections 2 to 4 the following rules apply:

(c) in computing that amount at any time, the share shall

be valued at an amount equal to the paid-up capital

in respect of the share at that time ; and

{d) the value of the share shall be included in computing
the paid-up capital limit of the corporation im-

mediately before that time.

(6) Subsection 2 or 3, as the case may be, is not applicable, ^^Pj^^*|*0p'»3

(a) in respect of any transaction or event, if subsec-

tion 1 is applicable in respect of that transaction or

event ; and
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(b) in respect of any purchase by a corporation of any of

its shares in the open market, if the corporation

acquired those shares in the manner in which shares

would normally be purchased by any member of the

public in the open market.

dSfdend ^^^ ^ dividend that is deemed by this section to have been
payable paid at a particular time shall be deemed, for the purposes

of this Subdivision, to have become payable at that time.

New.

^Syto '^^'—(^) Where a person has, after 1971, disposed of any
corporation property that was a capital property or eligible capital prop-

ung erty of the person to a Canadian corporation, and immediately
after the disposition owned not less than 80 per cent of the

issued shares of each class of the capital stock of the cor-

poration, if the person and the corporation have jointly so

elected in prescribed form and within prescribed time the

following rules apply:

(a) the amount that the person and the corporation have
agreed upon in their election in respect of the property

shall be deemed to be the person's proceeds of dis-

position of the property and the corporation's cost of

the property;

(b) subject to clause c, where the amount that the person

and the corporation have agreed upon in their election

in respect of the property is less than the fair

market value, at the time of the disposition, of the

consideration therefor, other than any shares of the

capital stock of the corporation or a right to receive

any such shares, received by the p)erson, the amount
so agreed upon shall, irresp)ective of the amount
actually so agreed upon by them, be deemed to be an

amount equal to that fair market value;

(c) where the amount that the person and the corpora-

tion have agreed upon in their election in respect

of the property is greater than the fair market value,

at the time of the disposition, of the property so

disposed of, the amount so agreed upon shall, irrespec-

tive of the amount actually so agreed upon, be deemed
to be an amount equal to that fair market value;

(d) where the property was eligible capital property in

resjject of a business of the person and the amount that

,

but for this clause, would be the proceeds of dis-

position thereof is less than the least of,
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(i) twice the person's cumulative eligible capital

in respect of the business immediately before

disposition,

(ii) the cost to the person of the prof)erty, and

(iii) the fair market value of the property at the

time of disposition,

the amount agreed upon by the person and the cor-

poration in their election in respect of the property

shall, irrespective of the amount actually so agreed

upon by them, and notwithstanding clauses b and c,

be deemed to be the least of the amounts described

in subclauses i to iii inclusive

;

(e) where the property was depreciable property of a

prescribed class of the person and the amount that,

but for this clause, would be the proceeds of dis-

position thereof is less than the least of,

(i) the undepreciated capital cost to the person of

all property of that class immediately before

the disposition,

(ii) the cost to the person of the property, and

(iii) the fair market value of the property at the ^^
time of the disposition. H

the amount agreed upon by the person and the cor- * ^
poration in their election in respect of the property ^
shall, irresp)ective of the amount actually so agreed

upon by them, and notwithstanding clauses b and c,

be deemed to be the least of the amounts described

in subclauses i to iii inclusive;

(/) the cost to the person of any particular property, other

than shares of the capital stock of the corporation or

a right to receive any such shares, received by him as

consideration for the disposition shall be deemed to

be an amount equal to the lesser of,

(i) the fair market value of the particular property

at the time of the disposition, and

(ii) that profKjrtion of the fair market value, at

the time of the disposition, of the property

disposed of by the person to the corporation

that,
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(A) the amount determined under sub-

clause i is of,

(B) the fair market value, at the time of the

disposition, of all properties, other than
shares of the capital stock of the corpora-

tion or a right to receive any such

shares, received by the person as con-

sideration for the disposition;

{g) the cost to the person of any preferred shares of any
class of the capital stock of the corporation receivable

by him as consideration for the disposition shall be

deemed to be the lesser of the fair market value of

those shares immediately after the disposition and
that proportion of the amount, if any, by which the

proceeds of the disposition exceed the fair market
value of the consideration, other than shares of the

capital stock of the corporation or a right to receive

any such shares, received by him for the disposition,

that,

(i) the fair market value, immediately after the

disposition, of those preferred shares of that

class,

is of,

(ii) the fair market value, immediately aft^r the

disposition, of all preferred shares of the

capital stock of the corporation receivable by
him as consideration for the disposition;

(h) the cost to the person of any common shares of

any class of the capital stock of the corporation

receivable by him as consideration for the disposi-

tion shall be deemed to be that proportion of the

amount, if any, by which the proceeds of the dis-

position exceed the aggregate of the fair market
value, at the time of the disposition, of the considera-

tion, other than shares of the capital stock of the

corporation or a right to receive any such shares,

received by him for the disposition and the cost to

him of all preferred shares of the capital stock of the

corporation receivable by him as consideration for

that disposition, that,

(i) the fair market value, immediately after the

disposition, of those common shares of that

class,
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is of,

(ii) the fair market value, immediately after the

disposition, of all common shares of the capital

stock of the corporation receivable by him as

consideration for the disposition; and

{i) for greater certainty, where the application of this

subsection results in a capital loss of the person from
the disposition of any property, subsection 4 is ap-

plicable. New.

(2) Where, after 1971. '^r^^^Zli
corporation
from

(a) any partnership property that was a capital property partnership

or eligible capital property of a partnership has been
disposed of to a Canadian corporation

;

(6) immediately after the disposition, not less than 80

per cent of the issued shares of each class of the

capital stock of the corporation was partnership

property; and

(c) the corporation and all the members of the partner-

ship have so elected in respect of the disposition,

in prescribed form and within prescribed time.

clauses a to i of subsection 1 are applicable in respect of the *J^

disposition mutatis mutandis as if the partnership were a per-

son resident in Canada who had disposed of the property to «
the corporation. New. t #

partnership
wound up

^3^ Where ^^®^®
\j) wiicic, partne

(a) in respect of any disposition of partnership property

of a partnership to a corporation, subsection 2 applies

;

{b) the affairs of the partnership were wound up within

sixty days after the disposition ; and

(c) immediately before the winding-up there was no

partnership property other than money or property

received from the corporation as consideration for the

disposition,

the following rules apply:

{d) the cost to any member of the partnership of any
property, other than shares of the capital stock of

the corporation or a right to receive any such shares,
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received by him as consideration for the disposition

of his partnership interest on the winding-up shall

be deemed to be the fair market value of the property

at the time of the winding-up

;

{e) the cost to any member of the partnership of any
preferred shares of any class of the capital stock of

the corporation receivable by him as consideration

for the disposition of his partnership interest on the

winding-up shall be deemed to be,

(i) where any common shares of the capital stock

of the corporation were also receivable by him
as consideration for disposition of the interest,

the lesser of,

(A) the fair market value, immediately after

the winding-up, of the preferred shares

of that class so receivable by him, and

(B) that proportion of the amount, if any,

by which the adjusted cost base to him
of his partnership interest immediately

before the winding-up exceeds the

aggregate of the fair market value, at

the time of the winding-up, of the con-

sideration, other than shares of the

capital stock of the corporation or a

right to receive any such shares, re-

ceived by him for the disposition of the

interest, that,

1. the fair market value, imme-
diately after the winding-up, of

the preferred shares of that class

so receivable by him,

is of,

2. the fair market value, imme-
diately after the winding-up, of

all preferred shares of the capital

stock of the corporation receiv-

able by him as consideration for

the disposition, and

(ii) in any other case, the amount determined

under sub-subclause B of subclause i

;

(/) the cost to any member of the partnership of any
common shares of any class of the capital stock of the

corporation receivable by him as consideration for
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the disposition of his partnership interest on the

winding-up shall be deemed to be that proportion of

the amount, if any, by which the adjusted cost base

to him of his partnership interest immediately before

the winding-up exceeds the aggregate of the fair

market value, at the time of the winding-up, of the

consideration, other than shares of the capital stock

of the corporation or a right to receive any such

shares, received by him for the disposition of the

interest and the cost to him of all preferred shares of

the capital stock of the corporation receivable by
him as consideration for the disposition of the interest,

that,

(i) the fair market value, immediately after the

winding-up, of the common shares of that class

so receivable by him,

is of,

(ii) the fair market value, immediately after the

winding-up, of all common shares of the capital

stock of the corporation so receivable by him
as consideration for the disposition; and

{g) the proceeds of disposition of the partnership interest

of any member of the partnership shall be deemed
to be the cost to him of all shares and property re- ^^

ceivable or received by him as consideration for the

disposition of the interest plus the amount of any »
money received by him as consideration for the #
disposition. New.

*

(4) Where a person has, after 1971, disposed of any capital JJJg®|:®jf*P**^*^

property of the person to a corporation that, immediately disposition

after the disposition, was controlled, directly or indirectly to controlled

in any manner whatever, by the person or by another person
°°'^''*

or group of persons by whom the first person was controlled

directly or indirectly in any manner whatever, and, but for

this subsection, the first person would have had a capital loss

therefrom, the following rules apply:

(a) his capital loss therefrom otherwise determined shall

be deemed to be nil

;

{b) where, immediately after the disposition, the person

owned any common shares of any class of the capital

stock of the corporation, in computing the adjusted

cost base to him of all common shares of that class

owned by him immediately after the disposition

215
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there shall be added that proportion of the amount,
if any, by which the adjusted cost base to him,

immediately before the disposition, of the property

so disposed of exceeds his proceeds of the disposition,

that,

(i) the fair market value, immediately after the

disposition, of all common shares of that

class so owned by him,

is of,

(ii) the fair market value, immediately after the

disposition, of all common shares of the capital

stock of the corporation owned by him im-

mediately after the disposition; and

(c) where, immediately after the disposition, the person

owned no common shares of any class of the capital

stock of the corporation, in computing the adjusted

cost base to him of all preferred shares of any class of

the capital stock of the corporation owned by him
at that time, there shall be added that proportion of

the amount, if any, by which the adjusted cost base

to him, immediately before the disposition, of the

property so disposed of exceeds his proceeds of the

disposition, that,

(i) the fair market value, immediately after the

disposition, of all preferred shares of that

class so owned by him,

is of,

(ii) the fair market value, immediately after the

disposition, of all preferred shares of the

capital stock of the corporation owned by him
immediately after the disposition. New.

deprecTabie^ (^) Where subsection 1 or 2 has been applicable in respect

^nsfen-ed °^ ^^y disposition of any depreciable property to a corporation,

to controlled in this subsection referred to as the "transferee", and the
corporation . r r i it

capital cost to the transferor of the property exceeds the

transferor's proceeds of the disposition, for the purposes of

sections 17 and 24 and any regulations made under clause a

of subsection 1 of section 24,

(a) the capital cost of the property to the transferee

shall be deemed to be the amount that was the

capital cost thereof to the transferor ; and
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(6) the excess shall be deemed to have been allowed
to the transferee in respect of the property under
regulations made under clause a of subsection 1 of

section 24 in computing income for fiscal years before

the acquisition by the transferee of the property.

R.S.O. 1970,c.91,s.32(3).

80.—(1) Where in the course of a reorganization of the oisgosmon

capital of a corporation, a person has, after 1971, disposed of, byashare-

and the corporation has acquired, category A shares of any course of

class of the capital stock of the corporation, the following tion^*°
^

rules apply,
^*p^^*^

{a) the cost to the person of any property, other than
shares of the capital stock of the corporation or a

right to receive any such shares, received by him as

consideration for the disposition shall be deemed to

be its fair market value at the time of the dis-

position
;

(6) the cost to the person of any category B shares of

any class of the capital stock of the corporation

receivable by him as consideration for the dis-

position shall be deemed to be,

(i) where category A shares were also receivable

by him as consideration for the disposition,

the lesser of, fi»,m
l»

(A) the fair market value, immediately ^
after the disposition , of those category B
sharesof that class, and fc

(B) that proportion of the amount, if any,

by which the adjusted cost base to him,

immediately before the disposition, of

the category A shares so disposed of

exceeds the fair market value of the

consideration for the disposition, other

than shares of the capital stock of the

corporation or a right to receive any
such shares, received by him from the

corporation, that,

1. the fair market value, immedi-
ately after the disposition, of

those category B shares of that

class,

is of,
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2. the fair market value, immedi-
ately after the disposition, of all

category B shares of the capital

stock of the corporation re-

ceivable by him as consideration

for the disposition, and

(ii) in any other case, the amount determined under

sub-subclause B of subclause i

;

(c) the cost to the person of any category A shares

of any class of the capital stock of the corporation

receivable by him as consideration for the disposition

shall be deemed to be that proportion of the amount,
if any, by which the adjusted cost base to him,

immediately before the disposition, of the category A
shares so disposed of exceeds the aggregate of the fair

market value of the consideration, other than shares

of the capital stock of the corporation or a right

to receive any such shares, received by him from the

corporation as consideration for the disposition and
the cost to him of all category B shares of the

capital stock of the corporation receivable by him
as consideration for the disposition, that,

(i) the fair market value, immediately after the

disposition, of the category A shares of that

class receivable by him as consideration for the

disposition,

is of,

'!'•>
(ii) the fair market value, immediately after the

disposition, of all category A shares of the

capital stock of the corporation receivable

by him as consideration for the disposition;

and

(d) his proceeds of the disposition of the shares shall

be deemed to be the cost to him of all shares and
other property receivable or received by him as

consideration for the disposition of the shares plus

the amount of any money received by him on the

disposition. New.

Stion'^" (2) For the purposes of this section,

(a) "category A share" means a common share where
the person has disposed of a common share in the

course of a reorganization, and means a preferred
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share where the person has disposed of a preferred

share in the course of a reorganization; and

(6) "category B share" means a preferred share where
a category A share means a common share, and
means a common share where a category A share

means a preferred share. New.

(3) This section is not apphcable in any case where any of^PP'^c*"°°

subsections 1 to 3 of section 79 are apphcable. New.

81.—(1) In this section, an amalgamation means a merger ^^^^8:ama-

of two or more corporations each of which was, immediately

before the merger, a Canadian corporation, each of which
corporations is referred to in this section as a "predecessor

corporation", to form one corporate entity, in this section

referred to as the "new corporation", in such manner that,

{a) all of the property of the predecessor corporations

immediately before the merger becomes property of

the new corporation by virtue of the merger;

[h] all of the liabilities of the predecessor corporations

immediately before the merger become liabilities of

the new corporation by virtue of the merger; and

(c) all of the shareholders, except any predecessor

corporation, of the predecessor corporations immedi- ^
ately before the merger become shareholders of ^
the new corporation by virtue of the merger, ^

otherwise than as a result of the acquisition of property of ^

one corporation by another corporation, pursuant to the pur-

chase of such property by the other corporation or as a

result of the distribution of such property to the other

corpKDration upon the winding-up of the corporation. R.S.O.

1970, c. 91, s. 66(1).

(2) Where there has been an amalgamation of two or^^^^^^j^j^

more corporations after 1971 the following rules apply,

(a) for the purposes of this Act, the corporate entity ^*|cai

formed as a result of the amalgamation shall be deemed
to be a new corporation the first fiscal year of

which shall be deemed to have commenced at the time

of the amalgamation, and a fiscal year of a predecessor

corporation that would otherwise have ended after

the amalgamation shall be deemed to have ended
immediately before the amalgamation ; R.S.O. 1970,

c. 91, s. 66(2) par. 1.
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Inventory

'»»'»:

(b) for the purpose of computing the income of the new
corporation for its first fiscal year, where the

property described in the inventory, if any, of the

new corporation at the commencement of that fiscal

year includes,

(i) property that was described in the inventory

of a predecessor corporation at the end of the

fiscal year of the predecessor corporation that

ended immediately before the amalgamation,
which fiscal year of a predecessor corporation

is referred to in this section as its "last fiscal

year", or

(ii) property that would have been described in

the inventory of the predecessor corporation

at the end of its last fiscal year if its income
for that fiscal year had not been computed
in accordance with the method authorized

by subsection 1 of section 31,

the property so included shall be deemed to have
been acquired by the new corporation at the

commencement of its first fiscal year for an amount
determined in accordance with section 15 as the value

thereof for the purpose of computing the income
of the predecessor corporation for its last fiscal year,

except that where the income of the predecessor

corporation for its last fiscal year was computed in

accordance with the method authorized by sub-

section 1 of section 31 , the amount so determined shall

be deemed to be nil; R.S.O. 1970, c. 91, s. 66 (2)

par. 2.

Method
adopted
for com-
puting
income

(c) where the method adopted by the new corporation

for computing its income for a fiscal year from a

business is not the same as the method adopted
by a predecessor corporation for computing its

income for its last fiscal year or a previous fiscal

year, in computing the income of the new corporation

for that fiscal year from the business.

there shall be included any amount received

by it in that fiscal year in payment of or on
account of a debt owing to the predecessor

corporation that would, if it had been received

by the predecessor corporation in its last

fiscal year, have been included in computing
the income of the predecessor corporation for

that fiscal year, and
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(ii) there may be deducted any amount paid by
it in that fiscal year in payment of or on
account of a debt owing by the predecessor

corporation that would, if it had been paid
by the predecessor corporation in its last fiscal

year, have been deductible in computing the

income of the predecessor corporation for

that fiscal year; R.S.O. 1970, c. 91, s. 66 (2)

par. 3.

(d) for the purposes of sections 17 and 24 and any^^epre-

regulations made under clause a of subsection 1 of property

section 24,

(i) where depreciable property of a prescribed

class has been acquired by the new corporation

from a predecessor corporation, the capital cost

of the property to the new corporation shall

be deemed to be the amount that was the

capital cost thereof to the predecessor cor-

poration, and

(ii) in determining the undepreciated capital cost

to the new corporation of depreciable property

of a prescribed class at any time,

(A) there shall be added to the capital cost

to the new corporation of depreciable '^

property of that class acquired before

that time the undepreciated capital «
cost to each of the predecessor corpora- #
tions of property pf that class imme- ^
diately before the amalgamation,

(B) there shall be subtracted from the

capital cost to the new corporation of

depreciable property of that class ac-

quired before that time the capital cost

to the new corf)oration of property of

that class acquired by virtue of the

amalgamation,

(C) a reference in subclause ii of clause a

of subsection 4 of section 17 to amounts
that would have been allowed to a cor-

poration in respect of transferred prop-
erty, at the rate that was allowed to the
corporation in respect of property of a
prescribed class, shall be construed as

including a reference to amounts that
would have been allowed to a prede-

^
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cessor corporation in respect of that

property at the rate that was allowed

to the predecessor corporation in re-

spect of property of that prescribed

class, and

(D) where depreciable property that is

deemed by subsection 6 of section 39 to

be a separate prescribed class has been
acquired by the new corporation from

a predecessor corporation, the property

shall continue to be deemed to be of

that same separate prescribed class;

R.S.O. 1970. c. 91, s. 66 (2) par. 4.

(e) where any capital property, other than depreciable

property, has been acquired by the new corporation

from a predecessor corporation, the cost of the prop-

erty to the new corporation shall be deemed to be
the amount that was the adjusted cost base thereof

to the predecessor corporation immediately before

the amalgamation ; New.

(/) for the purposes of computing the cumulative eligible

capital of the new corporation at any time in respect

of a business, where a predecessor corporation carried

on a business that is carried on by the new corpora-

tion the amount of the cumulative eligible capital of

the predecessor corporation immediately before the

amalgamation in respect of that business shall be
added to the amount determined under subclause i

of clause a of subsection 4 of section 18 in respect

thereof ; New.

{g) for the purpose of computing the income of the new
corporation for a fiscal year,

(i) any amount that has been deducted as a

reserve in computing the income of a prede-

cessor corporation for its last fiscal year shall

be deemed to have been deducted as a reserve

in computing the income of the new corpora-

tion for a fiscal year immediately preceding

its first fiscal year, and

(ii) any amount deducted under clause r of sub-

section 1 of section 24 in computing the income
of a predecessor corporation for its last fiscal

year or a previous fiscal year shall be deemed
to have been deducted thereunder in comput-
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ing the income of the new corporation for a

fiscal year immediately preceding its first

fiscal year; R.S.O. 1970, c. 91, s. 66(2)
par. 5.

(h) for the purpose of computing a deduction from the Debts

income of the new corporation for a fiscal year under

clause « or r of subsection 1 of section 24 or sec-

tion 35, where any debt owing to a predecessor

corporation,

(i) that was included in computing the income

of the predecessor corporation for its last

fiscal year or a previous fiscal year, or

(ii) that arose from a loan made in the ordinary

course of business by the predecessor corpora-

tion, part of whose ordinary business was the

lending of money,

has, by virtue of the amalgamation, been acquired

by the new corporation, the amount thereof shall

be deemed to be a debt owing to the new cor-

poration that was included in computing the income

of the new corporation for a previous fiscal year or

that arose from a loan so made by it , as the case may be

;

R.S.O. 1970, c. 91, s. 66 (2) par. 6.

(i) for the purpose of computing a deduction from the fe^ger^

income of the new corporation for a fiscal year under (^

clause p of subsection 1 of section 24, any amount in- ^
eluded in computing the income of a predecessor cor- ^

poration from a business for its last fiscal year or a

previous fiscal year in respect of property sold in the

course of the business shall be deemed to have been
included in computing the income of the new cor-

poration from the business for a previous fiscal year

in respect thereof; R.S.O. 1970, c. 91, s. 66 (2) par. 10.

(j) for the purpose of computing a deduction from the^**®™

income of the new corporation for a fiscal year under
clause of subsection 1 of section 24 or section 34,

any amount included in computing the income of a
predecessor corporation from a business for its last

fiscal year or a previous fiscal year by virtue of

clause a of subsection 1 of section 16 shall be deemed
to have been included in computing the income of the
new corporation from the business for a previous

fiscal year by virtue thereof; R.S.O, 1970, c. 91,

s. 66 (2) par. 14.
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Scientific
research

(k) for the purpose of section 39, any expenditure of a
capital nature on scientific research made by a prede-

cessor corporation in its last fiscal year or a previous

fiscal year that would have been deductible by the

predecessor corporation by virtue of clause b of sub-

section 1 of section 39 in computing its income for

its last fiscal year shall, to the extent that such

expenditure was not deducted by the predecessor

corporation, be deemed to be an expenditure of a
capital nature on scientific research made in Canada
by the new corporation in its first fiscal year; R.S.O.

1970,c. 91,s. 66(2) par. 11.

Proceeds
not due
until
after
end of
year

(/) for the purpose of computing the income of the new
corporation for its first fiscal year and any subsequent

fiscal year, any amount claimed under subclause iii of

clause a of subsection 1 of section 42 in computing a

predecessor corporation's gain for its last fiscal year

from the disposition of any property shall be deemed.

lf>»..

Outlays
made
pursuant
to
warranty

(i) to have been claimed under that subclause in

computing the new corporation's gain for a

fiscal year immediately preceding its first fiscal

year from the disposition of that property by it

before its first fiscal year, and

(ii} to be the amount determined under subclause

i of clause a of subsection 1 of section 42 in

respect of that property ; New.

(w) for the purpose of section 44, any outlay or expense

made or incurred by the new corporation in a fiscal

year, pursuant to or by virtue of an obligation

described in that section incurred by a predecessor

corporation, that would, if the outlay or expense had
been made or incurred by the predecessor corporation

in that fiscal year, have been deemed to be a loss of the

predecessor corporation for that fiscal year from the

disposition of a capital property shall be deemed to be

a loss of the new corporation for that fiscal year from
the disposition of a capital property ; New.

Expiry
of options
previously
granted

for the purpose of subsection 2 of section 51 any
option granted by a predecessor corporation that

expires after the amalgamation shall be deemed
to have been granted by the new corporation, and any
proceeds received by the predecessor corporation for

the granting of the option shall be deemed to have
been received by the new corporation therefor ; New.
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(o) for the purpose of corrifluting a deduction from the
pQ°'J?J^®^^^*°°

income of the new corporation for a fiscal year under SpP^^jl^ojj

section 61, any amount that has been included in

computing the income of a predecessor corporation

for its last fiscal year or a previous fiscal year by
virtue of subsection 1 or 3 of section 59, or by virtue

of subsection 15 or 16 of section 58 of The Corporations R|-0- 1^™-

Tax Act as it read in its application to fiscal years

prior to 1972, shall be deemed to have been included

in computing the income of the new corporation for a

previous fiscal year by virtue thereof; New.

ip) for the purpose of computing the tax-paid undis-
undistri^

tributed surplus on hand of the new corporation at buted
f 11 surplus

any time, where a predecessor corporation had tax-onfiand

paid undistributed surplus on hand immediately

before the amalgamation the amount thereof shall be

added to the aggregate of the amounts determined

under subclause i to iii of clause k of subsection 1 of

section 83; New.

{q) for the purpose of computing the 1971 capital sur-
^^2\x.&\

plus on hand of the new corporation at any time, surplus

there shall be added to the aggregate of the amounts

determined under subclauses i to iv of clause / of

subsection 1 of section 83 the amount, if any, by
which,

\
(i) the aggregate of amounts each of which is the

1971 capital surplus on hand, if any, of a pre-

decessor corporation immediately before the ^
amalgamation,

exceeds,

(ii) the aggregate of amounts each of which is the

paid-up capital deficiency, if any, of a pre-

decessor corporation immediately before the

amalgamation ; New.

(r) for the purpose of computing the paid-up capital p**^^-^^

deficiency of the new corporation at any time, there deficiency

shall be added to the aggregate of the amounts
determined under subclauses i to iv of clause d of

subsection 1 of section 83 the amount, if any, by
which,

(i) the aggregate of amounts each of which is

the paid-up capital deficiency, if any, of a
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Idem

Charitable
donations

Losses

Taxable
dividends

Capital
dividend
account

predecessor iDrporation immediately before

the amalgamation,

exceeds,

(ii) the aggregate of amounts each of which is

the 1971 capital surplus on hand, if any, of a

predecessor corporation immediately before

the amalgamation ; New.

(s) for the purpose of computing the 1971 capital sur-

plus on hand or the paid-up capital deficiency, as the

case may be, of the new corporation, in determining

any amount under subclause ii or vii of clause / of

subsection 1 of section 83 any capital property owned
by a predecessor corporation on December 31, 1971

that was acquired by the new corporation by virtue

of the amalgamation shall be deemed to have been

acquired by the new corporation before 1972 at an

actual cost to it equal to the actual cost of the prop-

erty to the predecessor corporation ; New.

{t) for the purposes of clauses a and b of subsection 1 of

section 98, gifts made by a predecessor corporation in

its last fiscal year shall, to the extent that they were

not deductible in computing its taxable income for

that fiscal year, be deemed to have been made by the

new corporation in a fiscal year immediately pre-

ceding its first fiscal year; R.S.O. 1970, c. 91,

s. 66 (2) par. 7.

(«) for the purpose of section 99, a non-capital loss,

net capital loss or restricted farm loss of a pre-

decessor corporation for a fiscal year is not deductible

in computing the taxable income of the new cor-

poration; R.S.O. 1970, c. 91, s. 66 (2) par. 8.

[v) for the purposes of subsections 3 and 4 of section

100, where a share owned by a predecessor cor-

poration has, by virtue of the amalgamation, been

acquired by the new corporation any taxable dividend

received on the share by the predecessor corporation

that was deductible from the predecessor corporation 's

income for a fiscal year under section 100 shall be

deemed to be a taxable dividend received by the

new corporation that was deductible from the new
corporation's income for a fiscal year under section

100; New.

[w) in the case of a new corporation that is a private

corporation, for the purposes of computing the
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capital dividend account of the new corporation at

any particular time,

(i) one-half of the amount of any capital gain

and one-half of the amount of any capital loss

of any predecessor private corporation for any
fiscal year commencing after it last became
a private corporation and ending after 1971 and
either before or at the time of the amalgamation
shall, in the case of a capital gain, be included,

and in the case of a capital loss, be deducted,

(ii) any amount that would, if the amalgamation
had not occurred but if any fiscal year of a

predecessor corporation that would otherwise

have ended next after the amalgamation had
ended immediately before the amalgamation,
have been required by any of subclauses ii to iv

of clause b of subsection 1 of section 83 to be

included in computing the predecessor cor-

poration's capital dividend account immedi-
ately after the amalgamation shall be included,

and

(iii) any capital dividend that became payable by
any predecessor corporation after it last be-

came a private corporation and before the

amalgamation shall be deducted ; New. ^

{x) in the case of a new corporation that is a mutualMutuai ^
fund corporation, corporation 41

(i) for the purpose of computing its capital gains

dividend account at any time, where a pre-

decessor mutual fund corporation had a capital

gains dividend account immediately before

the amalgamation the amount thereof shall be

added to the amount determined under section

109, and

(ii) for the purpose of computing its refundable

capital gains tax on hand at the end of any
fiscal year, where a predecessor mutual fund

corporation had refundable capital gains tax

on hand immediately before the amalgamation
the amount thereof shall be added to the

amount determined under section 109; New.

iy) for the purpose of section 192 of the Income Tax Act o('']^*a-7i!c"83

(Canada) except subsection 1 1 thereof, where a cor- pt*vii
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Deslgrnated
surpIuB

1970-71. c. 63
(Can.)

1971
undistributed
income on
hand

Where
share of
predecessor
corporation
owned by
another
such
corporation

poration was controlled by a predecessor corporation

immediately before the amalgamation and has, by
virtue of the amalgamation, become controlled by the

new corporation, the new corporation shall be deemed
to have acquired control of the corporation so con-

trolled at the time control thereof was acquired

by the predecessor corporation ; New.

{z) for the purpose of computing the designated surplus

of the new corporation at any particular time,

there shall be added to the aggregate of the amounts
determined under subparagraphs i and ii of para-

graph a of subsection 13 of section 192 of the Income
Tax Act (Canada) or under subparagraphs i to iii of

paragraph h of subsection 13 of section 192 of the

Income Tax Act (Canada), as the case may be, the

aggregate of amounts each of which is an amount in

respect of a predecessor corporation, equal to,

(i) in any case where the predecessor corporation

was, immediately before the amalgamation,

controlled by a corporation that, immediately

after the amalgamation and thereafter without

interruption until the particular time, con-

trolled the new corporation, its designated

surplus immediately before the amalgamation,

and

(ii) in any other case, the amount that its

designated surplus would have been immedi-

ately before the amalgamation if control of the

predecessor corporation had been acquired by
another corporation immediately before the

amalgamation; New.

{za) for the purpose of computing the 1971 undistributed

income on hand of the new corporation at any time,

except as that computation applies for the purpose

of determining the designated surplus of the new
corporation at any time, where a predecessor cor-

poration had 1971 undistributed income on hand
immediately before the amalgamation the amount
thereof shall be added to the aggregate of the amounts
determined under paragraphs a, h and c of sub-

section 4 of section 196 of the Income Tax A ct (Canada)

.

New.

(3) Where there has been an amalgamation of two or more
corporations after 1971 and, immediately before the amalgama-
tion, one of the predecessor corporations, in this subsection

referred to as the "owner corporation", owned any share of
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the capital stock of another of the predecessor corporations,

the following rules apply,

(a) for the purpose of computing the paid-up capital

deficiency of the new corporation at any time, the

amount, if any, by which the paid-up capital in

respect of the share immediately before the amalgama-
tion exceeds the adjusted cost base of the share

to the owner corporation immediately before the

amalgamation shall be added to the aggregate of the

amounts determined under subclauses i to iv of

clause d of subsection 1 of section 83 ; and

{b) for the purpose of computing the post- 1971 un-

distributed surplus on hand, within the meaning
given to that expression by subsection 15 of section

192 of the Income Tax Act (Canada), of the new cor-Jg'o^y.c.es

poration at any time, the amount, if any, by which the

adjusted cost base of the share to the owner cor-

poration immediately before the amalgamation ex-

ceeds the paid-up capital in respect of the share

immediately before the amalgamation shall be added
to the aggregate of the amounts determined under

paragraphs a to ^ of subsection 15 of section 192 of

the Income Tax Act (Canada). New.

(4) Where there has been an amalgamation of two or Rules

more corporations after 1971, for the purpose of computing for '^

the income of each shareholder, except any predecessor cor- fncome ot^ a
poration, who owned one or more shares of the capital stock of pr|?°^*^®''

of a predecessor corporation immediately before the amalgama- corjoration

tion, the following rules apply,

(a) where the shareholder owned one or more preferred

shares of any class of the capital stock of the prede-

cessor corporation immediately before the amalgama-
tion and received no consideration for the disposition

of those shares on the amalgamation other than one

or more preferred shares of a class of the capital stock

of the new corporation having substantially the same
rights and conditions attaching thereto, determined

without regard to any voting rights attaching to any
shares, as attached to the shares of the predecessor

corporation so disposed of by him,

(i) the shareholder shall be deemed to have dis-

posed of the preferred shares of the class of the

capital stock of the predecessor corporation

so disposed of by him on the amalgamation,

for proceeds equal to the adjusted cost base

215
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to him of those shares immediately before the

amalgamation, and

he shall be deemed to have acquired the pre-

ferred shares of the class of the capital stock

of the new corporation so acquired by him as

consideration for the disposition of the pre-

ferred shares described in subclause i. at a cost

to him equal to the proceeds described in that

subclause; and

(b) where,

(i) the shareholder owned one or more common
shares of the capital stock of the predecessor

corporation immediately before the amalgama-
tion,

(ii) none of the persons, except any predecessor

corporation, who owned one or more of the

common shares of the capital stock of the

predecessor corporation immediately before

the amalgamation received any consideration

for the disposition of those shares on the

amalgamation, other than one or more shares

of the capital stock of the new corporation,

and

(iii) either,

(A) the persons, except any predecessor

corporation, who together owned all of

the common shares of the capital stock

of the predecessor corporation imme-
diately before the amalgamation to-

gether received as consideration for the

disposition of those shares on the amal-

gamation not less than 25 per cent of the

shares of each particular class of the

issued common shares of the capital

stock of the new corporation imme-
diately after the amalgamation,

or,

(B) in any case where,

1. the shareholder owned one or

more of the common shares of

the capital stock of one or more
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other predecessor corporations

immediately before the amalga-
mation, and

2. none of the persons, except any
predecessor corporation, who
owned one or more of the com-
mon shares of the capital stock

of such one or more other prede-

cessor corporations immediately
before the amalgamation re-

ceived any consideration for the

disposition of those shares on
the amalgamation other than
one or more shares of the capital

stock of the new corporation,

the shareholder received on the amal-

gamation, as consideration for the dis-

position of the common shares of the

capital stock of the predecessor cor-

poration and of such one or more other

predecessor corporations owned by him
immediately before the amalgamation,
not less than 80 per cent of the shares

of each particular class of the issued

common shares of the capital stock of

the new corporation immediately after ,

the amalgamation, ^

the shareholder, C

(iv) shall be deemed to have disposed of the com-
mon shares of the capital stock of the prede-

cessor corporation so disposed of by him on

the amalgamation, for proceeds equal to the

adjusted cost base to him of those shares

immediately before the amalgamation, and

(v) shall be deemed to have acquired the shares

of any particular class of the capital stock of

the new corporation so acquired by him as

consideration for the disposition of the com-
mon shares described in subclause iv, at a

cost to him equal to that proportion of the

proceeds described in subclause iv that,

(A) the fair market value, immediately

after the amalgamation, of all shares

of that particular class so acquired by
him,
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is of,

(B) the fair market value, immediately after

the amalgamation, of all of the shares

of the capital stock of the new cor-

poration so acquired by him as consider-

ation for the disposition of the common
shares described in subclause iv. New.

Perc^tage (5) For the purposes of sub-subclause A of subclause iii of

received clause b of subsection 4, the percentaere of the shares of any
by share-

> r o j

holders of particular class of the issued common shares of the capital

corporation stock of the new corporation immediately after the amal-

gamation received as described in that sub-subclause by the

persons, except any predecessor corporation, who together

owned all of the common shares of the capital stock of a

particular predecessor corporation shall be deemed to be,

{a) the percentage thereof otherwise determined,

plus,

{h) that proportion of the percentage described in clause

a that,

(i) the fair market value of the issued common
shares of the capital stock of the particular

predecessor corporation owned by all other

predecessor corporations immediately before

the amalgamation,

i^P

is of,

(ii) the fair market value of the issued common
shares of the capital stock of the particular

predecessor corporation owned by all persons,

except any predecessor corporation, immedi-

ately before the amalgamation. New.

Canadian (6) Where there has been an amalgamation of two or more
exploration ^ ' . r ,n^. , , • • • • i

and develop- corporations after 1971 and the new corporation is a principal-

expenses business corporation within the meaning given to that expres-

sion by subsection 12 of section 63, there may be deducted by
the new corporation in computing its income for a fiscal year the

aggregate of the following amounts in respect of expenses

incurred by predecessor corporations, namely, in respect of each

individual predecessor corporation, the amount that is the

lesser of,

{a) the aggregate of the Canadian exploration and develop-
ment expenses, within themeaninggiven to that expres-

215



155

sion by subsection 12 of section 63, incurred by the

predecessor corporation to the extent that such

expenses,

(i) were not deductible by the new corporation

in computing its income for a previous fiscal

year, and were not deductible by the pre-

decessor corporation in computing its income
for its last fiscal year or for a previous fiscal

year, and

(ii) would, but for clause b of subsection 1 of

section 63, have been deductible by the pre-

decessor corporation in computing its income

for its last fiscal year, and

{h) of the aggregate determined under clause a, an

amount equal to such part of the income of the new
corporation for the year if no deduction were allowed

under this section, section 62 or section 63, minus
any deductions allowed for the fiscal year by section

100 as may reasonably be regarded as attributable

to the production of petroleum or natural gas from

wells, or the production of minerals from mines,

situated on property in Canada from which the pre-

decessor corporation had, immediately before the

amalgamation, a right to take or remove petroleum ^
or natural gas or a right to take or remove ^
minerals

,

and no amount in respect of expenses of the predecessor

corporation included in the aggregate determined under clause

a shall where subsection 15 of section 192 of the Income Tax Aci\c^n.)'^'^'^

(Canada) is being applied to determine for the purposes of

clause z of subsection 2 of this section the designated surplus

of the predecessor corporation immediately before the amal-

gamation, be included in the amount or amounts deductible

under any paragraph of subsection 15 of section 192 of the

Income Tax Act ^Canada). R.S.O. 1970, c. 91, s. 66 (2), par.

13, (3), amended.

82. Where a Canadian corporation, in this section referred windinp^up

to as the "subsidiary", has been wound up after 1971 and all owned,,. ,,1-, -111 f Canadian
of the issued shares of the capital stock thereof were, corporation

immediately before the winding-up, owned by another Canadian

corporation, in this section referred to as the "parent", not-

withstanding any other provisions of this Act the following

rules apply,
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{a) each property of the subsidiary that was distributed

to the parent on the winding-up shall be deemed
to have been disposed of by the subsidiary for pro-

ceeds equal to,

(i) in the case of any property described in

subsection 2 of section 59, nil, and

(ii) in the case of any other property, the cost

amount to the subsidiary of the property

immediately before the winding-up

;

(6) the shares of the capital stock of the subsidiary

shall be deemed to have been disposed of by the

parent on the winding-up for proceeds equal to the

greater of,

(i) the lesser of the paid-up capital limit of the

subsidiary immediately before the winding-up

and the amount determined under subclause i of

clause d, and

(ii) the aggregate of amounts each of which is an
amount in respect of any share of the

capital stock of the subsidiary so disposed

of by the parent on the winding-up, equal

to the adjusted cost base to the parent of

the share immediately before the winding-up

;

(c) the cost to the parent of each property of the

subsidiary distributed to the parent on the winding-

up shall be deemed to be the amount deemed by

,j,
clause a to be the proceeds of disposition of the

^''* prop)erty, plus, where the property was a capital

property, other than depreciable property, of the

subsidiary, the amount determined under clause d in

respect thereof

;

{d) the amount determined under this clause in respect

of each property that was a capital property, other

than depreciable property, of the subsidiary is such

portion of the amount, if any, by which the aggregate

determined under subclause ii of clause b exceeds,

(i) the amount, if any, by which,

(A) the aggregate of amounts each of which
is an amount in respect of any property

owned by the subsidiary immediately

before the winding-up, equal to the cost

215



157

amount to the subsidiary of the property

immediately before the winding-up,

plus the amount of any money of the

subsidiary on hand immediately before

the winding-up,

exceeds

(B) the aggregate ofamounts each ofwhich is

the amount of any debt owing by the

subsidiary, or of any other obligation

of the subsidiary to pay any amount,
that was outstanding immediately
before the winding-up,

as is designated by the parent in respect of that

capital property in its return for its fiscal year in

which the subsidiary was so wound up, except that,

(ii) in no case shall the amount so designated

in respect of any such capital property exceed

the amount, if any, by which the fair market
value of the property immediately before the

winding-up exceeds the cost amount to the

subsidiary of the property immediately before

the winding-up, and

(iii) in no case shall the aggregate of amounts 'v^

so designated in respect of all such capital *
properties exceed the amount, if any, by which (j"

the aggregate determined under subclause ii ^
of clause b exceeds the amount determined
under subclause i

;

{e) the subsidiary shall be deemed to have paid and
the parent shall be deemed to have received,

immediately before the winding-up, a dividend on
the shares of the capital stock of the subsidiary

equal to the amount, if any, by which the amount
determined under subclause i of clause d exceeds
the paid-up capital hmit of the subsidiary immedi-
ately before the winding-up ; and

(/) where property that was depreciable property of a

prescribed class of the subsidiary has been distributed

to the parent on the winding-up and the capital cost

to the subsidiary of the property exceeds the amount
deemed by clause a to be the subsidiary's proceeds

of disposition thereof, for the purposes of sections
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17 and 24 and any regulations made under clause a

of subsection 1 of section 24,

(i) notwithstanding clause c the capital cost to

the parent of the property shall be deemed
to be the amount that was the capital cost

thereof to the subsidiary, and

(ii) the excess shall be deemed to have been

allowed to the parent in respect of the property

under regulations made under clause a of

subsection 1 of section 24 in computing income

for fiscal years before the acquisition by the

parent of the property. New.

83.—(1) In this Subdivision,

Interpre-
^**°° {a) "Canadian corporation" at any time means a cor-

poration that was resident in Canada at that time

and was,

(i) incorporated in Canada, or

(ii) resident in Canada throughout the period com-
mencing June 18, 1971 and ending at that

^*" time,

except that for the purposes of subsection 1 of

section 77 a corporation that was incorporated in

Canada before April 27, 1965 and that was not

* resident in Canada at the end of 1971 shall be
deemed not to be a Canadian corporation; R.S.O.

1970, c. 91, s. 1 (1) par. 8.

(6) "capital dividend account" of a corporation at any
particular time means the amount, if any, by which
the aggregate of,

(i) one-half of the amount, if any, by which the

aggregate of the capital gains of the cor-

poration, for fiscal years in the period com-
mencing with the first fiscal year commencing
after the time the corporation last became a

private corporation and ending after 1971,

and ending with the last fiscal year ending
before the particular time, exceeds the aggre-

gate of its capital losses for those fiscal years,

215
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(ii) all amounts each of which is an amount in

respect of a dividend received by the corpora-

tion on a share of the capital stock of another

corporation in the period, which amount was,

by virtue of subsection 2 of section 77, not

included in computing the income of the cor-

poration,

(iii) all amounts each of which is an amount in

respect of a business carried on by the cor-

poration at any time in the period, equal to

the amount, if any, by which,

(A) the aggregate of the eligible capital

amounts, within the meaning given to

that expression by subsection 1 of sec-

tion 18, in respect of the business that

became payable to the corporation in

the period,

exceeds the aggregate of,

(B) the cumulative eligible capital of the

corporation in respect of the business

at the commencement of the period, and

(C) one-half of the aggregate of the eligible

capital expenditures in respect of the

business that were made or incurred by ^
the corporation in the period, and 'It.

(iv) the amount, if any, by which, ^
(A) the proceeds of any life insurance policy

received by the corporation in the

period and after 1971 in consequence

of the death of any person whose life

was insured under the policy,

exceeds

(B) all amounts paid as or on account of

premiums paid under the px)licy,

exceeds the aggregate of all capital dividends that

became payable by the corporation after the com-
mencement of the period and before the particular

time; New.

(c) "paid-up capital" in respect of a share of any class

of the capital stock of a corjx)ration at any particular

»
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time means an amount equal to the paid-up capital

of the corporation at that time that is represented

by the shares of the class to which that share

belongs, divided by the number of issued shares of

that class then outstanding; R.S.O. 1970, c. 91,

s. 2 (2) (g).

(d) "paid-up capital deficiency" of a corporation at any
particular time means the amount, if any, by which
the aggregate of,

(i) the amounts determined under subclauses v
and vi of clause / in respect of the corporation,

(ii) all amounts determined under subclauses vii

and viii of clause / in respect of the corporation

at the particular time,

(iii) the paid-up capital at the particular time in

respect of any shares of the capital stock of

the corporation issued after 1971 that were
received by a person as described in subsec-

tion 1 of section 37, and

(iv) where subsection 1 or 2 of section 79 has been

applicable in respect of any disposition of

property to the corporation before the par-

ticular time, the amount, if any, by which,

(A) the amount by which any increase, by
virtue of the disposition, in the paid-up

capital of the corporation exceeds any
increase, by virtue of the disposition,

in the value of its assets, determined
as though the value of any property so

transferred were its cost to the cor

poration for the purposes of this Part

and as though this Part were read with-

out reference to subsection 5 of sec-

tion 79, less its liabilities,

exceeds

(B) the amount by which any increase, by
virtue of the disposition, in the paid-up

capital of the corporation exceeds any
increase, by virtue of the disposition,

in the value of its assets less its liabili-

ties,

exceeds the aggregate of,
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(v) the tax equity of the corporation at the end
of its 1971 fiscal year,

(vi) all amounts determined under subclauses ii,

iii, iv and iv.l of clause / in respect of the

corporation at the particular time,

(vii) all amounts each of which is an amount deemed
by subsection 2, 3, or 4 of section 78 to be a

dividend paid before the particular time by the

corporation on shares of any class, to the extent

of the amount, if any, by which the paid-up

capital in respect of the shares of that class

at the time the dividend was paid exceeds the

paid-up capital limit of the corporation at the

time the dividend was paid,

(viii) all amounts each of which is an amount in

respect of a reduction of the paid-up capital

of the corporation after its 1971 fiscal year

and before the particular time, equal to the

amount, if any, by which the amount of the

reduction exceeds the aggregate of amounts
paid by it to its shareholders on the reduction,

(ix) all business losses, within the meaning of 7'^gRS.o.i970,c.9i

Corporations Tax Act as it read in its applica-

tion to the fiscal years prior to 1 972 , sustained by t^

the corporation in fiscal years ending before l»

1972, to the extent that such losses have been /^

deducted under clause a of subsection 1 of sec- ^
tion 99 from the corporation's income for any
fiscal year ending after 1971 and before the

particular time, and

(x) all amounts each of which is an amount in

respect of any purchase by the corporation

before the particular time of any shares of

its capital stock in respect of which tax under

section 181 of the Income Tax Act (Canada) J^'^'^y-'^-^

is payable by it, equal to the amount, if any,

by which the amount described in paragraph a

of subsection 1 of section 181 of that Act in

respect of the purchase exceeds the amount
described in paragraph h of subsection 1 of sec-

tion 181 of that Act in respect thereof; New.

"paid-up capital limit" of a corporation at any
particular time means the amount, if any, by which
the paid-up capital of the corporation at that time
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in respect of all of the shares of its capital stock

exceeds the corporation's paid-up capital deficiency

at that time ; New.

{/) "private corporation" at any particular time means
a corporation that, at the particular time, was resident

in Canada, was not a public corporation, and was not

controlled, directly or indirectly in any manner
whatever, by one or more public corporations; and
for greater certainty for the purposes of determining,

at any particular time, when a corporation last became
a private corporation,

(i) a corporation that was a private corporation

at the commencement of its 1972 fiscal year

and thereafter without interruption until the

particular time shall be deemed to have last

become a private corporation at the end of its

1971 fiscal year, and

(ii) a corporation incorporated after 1971 that

was a private corporation at the time of its

incorporation and thereafter without inter-

ruption until the particular time shall be

deemed to have last become a private cor-

poration immediately before the time of its

incorporation ; New.

ig) "public corporation" at any particular time means

i^^^ a corporation that was resident in Canada at the

"jlr**" particular time, if,

(i) at the particular time, a class or classes

of shares of the capital stock of the corporation

were listed on a prescribed stock exchange in

Canada,

(ii) at any time after June 18, 1971 and,

(A) before the particular time, it elected

in the prescribed manner to be a public

corporation, and at the time of the

election it complied with the prescribed

conditions relating to the number of its

shareholders, dispersal of ownership of

its shares, public trading of its shares

and size of the corporation, or

(B) before a day thirty days before the

particular time, it was, by notice in
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writing to the corporation, designated

by the Minister of National Revenue
for Canada to be a pubUc corporation,

and at the time it was so designated

it comphed with the conditions referred

to in sub-subclause A,

unless subsequent to the election or designation,

as the case may be, and before the particular

time, it ceased to be a public corporation by
virtue of subclause iii, or

(iii) at any time after June 18, 1971 and before

the particular time, it was a public corporation,

unless after the time it last became a public

corporation and.

(A) before the particular time, it elected

in the prescribed manner not to be a

public corporation, and at the time it so

elected it complied with the prescribed

conditions relating to the number of

its shareholders, dispersal of ownership

of its shares and public trading of its

shares, or

(B) before a day thirty days before the

particular time, it was, by notice in

writing to the corporation, designated

by the Minister of National Revenue
for Canada not to be a public corpora-

tion, and at the time it was so designated

it complied with the conditions referred

to in sub-subclause A,

\

•

in which case it shall be deemed thereupon

to have ceased to be a public corporation;

New.

(A) "tax equity" of a corporation at the end of its 1971

fiscal year means the amount, if any, by which the

aggregate of all amounts each of which is,

(i) an amount in respect of depreciable property

of a prescribed class owned by the corporation

immediately after that time, equal to the

undepreciated capital cost thereof to the

corporation at that time,
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(ii) an amount in respect of any other depreciable

propertyowned by the corporation at that time,

equal to the amount by which,

(A) the actual cost of the property to the

corporation, or the amount at which it

was deemed to have acquired the prop-
erty under subsection 8 of section 32

R.8.0. 1970. c. 91 of The Corporations Tax Act as it read
in its application to the fiscal years prior

to 1972, as the case may be,

exceeds

(B) the aggregate of amounts in respect

of the cost of the property that were
allowed under clause a of subsection 2

of section 23 of The Corporations Tax
Act as it read in computing the income
of the corporation for fiscal years ending
before 1972,

(iii) an amount in respect of any capital property,

other than depreciable property, owned by
the corporation at that time, equal to its

cost to the corporation, determined without
reference to the Corporations Tax Application

Rules, 1972, minus any amounts in respect

of the cost thereof deducted in computing
the income of the corporation under Part III

of The Corporations Tax Act as it read in its

application to fiscal years prior to 1972,

(iv) an amount in respect of property owned by
the corporation and described in its inventory
at that time equal to its value, at that time,

for the purposes of computing the income of

the corporation under Part III of The Cor-

porations Tax Act as it read in its application

to fiscal years prior to 1972,

(v) the amount of any debt owing to the cor-

poration, other than any debt the amount of

which was included in computing the cor-

poration's income for its 1971 fiscal year and
deducted in computing that income under
clause m of subsection 1 of section 23 of The
Corporations Tax Act as it read in its appli-

cation to fiscal years prior to 1972, or of any
other right of the corporation to receive an
amount, that was outstanding at that time,
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minus such portion thereof as was not but would
have been, if the amount had been received by
the corporation in its 1971 fiscal year, included

in computing its income for that fiscal year,

(vi) the amount of any money of the corporation

on hand at that time, or

(vii) such part, if any, of,

(A) the cost to the corporation of any
property, other than property described

in subclauses i to v, owned by the

corporation at that time, or

(B) any expenditure incurred by the cor-

poration, other than an expenditure to

acquire property, before that time,

as was not deductible in computing the cor-

poration's income for the 1971 or any previous

fiscal year for the purposes of Part III of

The Corporations Tax Act as it read in its^|jO

application to that fiscal year, but would have

been deductible in computing its income for

the 1971 fiscal year if The Corporations Tax
Act as it read in its application to that fiscal

year had been read without reference to any
restriction on the quantum of any deduction

thereunder,

exceeds the aggregate of all amounts each of which is,

(viii) the amount of any debt owing by the corpora-

tion or of any other obligation of the cor-

poration to pay an amount, that was outstand-

ing at that time, minus such part, if any,

thereof as would be, if the amount were paid

by the corporation in its 1972 fiscal year,

deductible in computing its income for its 1972

fiscal year, or

(ix) the amount of any reserve deducted in

computing the corporation's income for its

1971 fiscal year under Part III of The Cor-

porations Tax Act as it read in its application

to that fiscal year ; New.

(»') "taxable Canadian corporation" means a corpora-

tion that,

1970,
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(i) was a Canadian corporation at the time any
dividend in respect of which the expression

is relevant was received or deemed to have been
received, and

(ii) was not, by virtue of a statutory provision,

(CanV'*^"^
exempt from tax under Part I of the Income
Tax Act (Canada) for the fiscal year of the

corporation during which the dividend was
received or deemed to have been received ; New.

(j) "taxable dividend" means a dividend in respect

of which the corporation paying the dividend has

not elected in accordance with section 83 of the

Income Tax Act (Canada) in respect of the full

amount thereof ; New.

(k) "tax-paid undistributed surplus on hand" of a

corporation at any particular time means the

amount, if any, by which the aggregate of,

(i) the lesser of,

(A) the amount that the corporation's

tax-paid undistributed income, within

the meaning of the Income Tax Act

•»*,^s

,

(Canada) as it read in its application

to the 1971 fiscal year, would be, if that

Act as it so read were applicable to the

period consisting of that part of the

corporation's 1972 fiscal year that is

before 1972, as of the end of 1971, and

(B) the amount that the corporation's

1971 undistributed income on hand, as

determined for purposes of the Income
Tax Act (Canada), would be on January
1, 1972 if subsection 4 of section 196

of the Income Tax Act (Canada) were
read without reference to paragraph d

thereof,

(ii) all amounts on which, before the particular

time, tax has been paid by the corporation

under Part IX of the Income Tax Act (Canada),

minus all amounts of that tax, and

(iii) all amounts each of which is an amount
in respect of a dividend received by the

corf)oration on a share of any class of the
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capital stock of another corporation after

1971 and before the particular time, equal

to the amount, if any, by which,

(A) that proportion of such part of the

whole dividend paid by the other

corporation on all shares of that class

at the time it paid the dividend so

received by the corporation as was
payable out of the other corporation's

tax-paid undistributed surplus on hand,

that the dividend so received by the

corporation is of the whole dividend

so paid by the other corporation,

exceeds

(B) 85/15 of the amount, if any, that the

Minister of National Revenue for

Canada was, before the particular

time, required by subsection 2 of

section 196 of the Income Tax Act^^^''^'^-^^

(Canada) to pay to the corporation in

respect of the dividend so received

by it,

exceeds the aggregate of such of the dividends

that became payable by the corporation before
^

the particular time as were payable out of the *\
corporation's tax-paid undistributed surplus on hand

;

and, New. t

(/) "1971 capital surplus on hand" of a corporation at

any particular time means the amount, if any, by
which the aggregate of,

(i) the tax equity of the corporation at the end
of its 1971 fiscal year,

(ii) all amounts each of which is an amount in

respect of a capital property of the corpora-

tion owned by it on December 31, 1971 and
disposed of by it after that date and before

the particular time, equal to the amount, if

any, by which the lesser of its fair market
value on the day fixed by proclamation for

the purposes of Subdivision B and the corpora-

tion's proceeds of disposition thereof exceeds

its actual cost to the corporation determined

without reference to the Corporations Tax
Application Rules, 1972,
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(iii) all amounts each of which is an amount in

respect of a capital property owned by it at

the end of its 1971 fiscal year or acquired by
it thereafter and disposed of by the corpora-

tion before 1972, equal to the amount, if any,
by which the corporation's proceeds of disposi-

tion thereof exceeds its actual cost to the
corporation determined without reference to

the Corporations Tax Application Rules, 1972,

(iv) all amounts each of which is an amount in

respect of a dividend received by the cor-

poration on a share of the capital stock of

another corporation after 1971 and before the
particular time, which amount was, by virtue

of subsection 1 of section 77, not included in

computing the income of the corporation by
virtue of this Subdivision, minus such portion,
if any, of that amount as was payable out of

the other corporation's tax-paid undistributed
surplus on hand, and

(iv.l) all amounts each of which is an amount in

respect of an eligible capital amount, within

the meaning given to that expression by sub-

section 1 of section 18, in respect of a business
*•'

'

carried on by the corporation that became pay-
able to the corporation in a fiscal year com-
mencing after the time the corporation last

became a private corporation and ending before

the particular time, equal to the amount, if

^

'

any, by which.
-t^

(A) the amount that the eligible capital

amount would be but for the provisions

of the Corporations Tax Application

Rules, 1972 relating to section 18,

exceeds

(B) the eligible capital amount,

exceeds the aggregate of,

(v) the paid-up capital of the corporation at the

end of its 1971 fiscal year in respect of all of

the shares of its capital stock,

(vi) the amount that the corporation's undis-
tributed income on hand, within the meaning
given to that expression by the Income Tax Act

R.SX!. 1952. (Canada) as it read in its application to the 197

1
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fiscal year, would be at the end of its 1971 fiscal

year if,

(A) that Act as it so read were read with-

out reference to subparagraph iii of

paragraph a of subsection 1 of section

82 thereof, and

(B) references in paragraph a of subsection

1 of section 82 of that Act, except sub-

subparagraph A of subparagraph vii,

thereof to "1917" were read as refer-

ences to "1950",

(vii) all amounts each of which is an amount in

respect of a capital property, other than de-

preciable property, of the corporation owned
by it on December 31, 1971 and disposed of

by it after that date and before the par-

ticular time, equal to the amount, if any,

by which its actual cost to the corporation

determined without reference to the Corpora-

tions Tax Application Rules, 1972 exceeds the

greater of the fair market value of the prop-

erty on the day fixed by proclamation for

the purposes of Subdivision B and the cor-

poration's proceeds of disposition thereof,

(viii) all amounts each of which is an amount in

respect of a capital property, other than de- ^
preciable property, owned by it at the end of \
its 1971 fiscal year or acquired by it there-

after and disposed of by it before 1972, equal
J^

to the amount, if any, by which its actual >

cost to the corporation determined without
reference to the Corporations Tax Application

Rules, 1972 exceeds the corporation's proceeds
of disposition thereof, and

(ix) all amounts each of which is an amount in

respect of a dividend that became payable by
the corporation before the particular time,

equal to the portion, if any, thereof payable
out of its 1971 capital surplus on hand. New.

(la) In subsection 1, "the day fixed by proclamation forg^y^^^**

the purposes of Subdivision B" is the day fixed by proclamation procUmaUon

for the purposes of Subdivision c of Division B of Part I ofccan.)'

the Income Tax Act (Canada). New.

(2) Notwithstanding clause / of subsection 1, a life insur-^|'[J^j^,

ance corporation's 1971 capital surplus on hand at any P^r-g^^iuson^

ticular time is the amount, if any, by which the aggregate of, insurance
•^ -^

oo o
con>oratlon

215
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(a) all amounts each of which is an amount in respect

of any property disposed of by the corporation after

1968 and before 1972 that would, if the property had
been disposed of after 1972, have been a capital

property of the corporation, equal to the amount,
if any, by which the proceeds of disposition of the

property exceed the cost to the corporation thereof

;

and

(b) the amount determined under subclause ii of clause /

of subsection 1 in respect of the corporation at the

particular time,

exceeds the aggregate of,

(c) all amounts each of which is an amount in respect

of any property described in clause a, equal to the

amount, if any, by which the cost to the corporation

of the property exceeds the proceeds of disposition

thereof

;

»*»..
,

{d) the amount determined under subclause vii of clause /

of subsection 1 in respect of the corporation at the

particular time ; and

(e) all amounts each of which is an amount in respect

of a dividend that became payable by the cor-

poration before the particular time, equal to the

portion, if any, thereof payable out of its 1971

capital surplus on hand. New.

Subdivision H— shareholders of

corporations not resident in canada

Dividends
received
from non-
resident
corporation

84. In computing the income for a fiscal year of a cor-

poration resident in Canada, there shall be included any
amounts received by the corporation in the fiscal year as,

on account or in lieu of payment of, or in satisfaction of,

dividends on a share owned by it of the capital stock of a

corporation not resident in Canada. New.

Subdivision I

—

partnerships
AND THEIR MEMBERS

Oeneral
roles

85.—(1) Where a corporation is a member of a partner-

ship, its income, net capital loss, non-capital loss and restricted

farm loss, if any, for a fiscal year, or its taxable income
earned in Canada for a fiscal year, as the case may be, shall

be computed as if.
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(a) the partnership were a separate person resident in

Canada

;

{b) the taxation year of the partnership were its fiscal

year;

(c) each partnership activity, including the ownership

of property, were carried on by the partnership as a

separate person, and a computation were made of

the amount of,

(i) each taxable capital gain and allowable

capital loss of the partnership from the dis-

position of property, and

(ii) each income and loss of the partnership from
each other source or from sources in a par-

ticular place,

for each fiscal year of the partnership;

(d) each income or loss of the partnership for a fiscal

year were computed as if no deduction were per-

mitted by subsection 1 of section 62, section 63 or

the provisions of the Corporations Tax Application

Rules, 1972 relating to exploration and development

exf)enses;

\
{e) each gain of the partnership from the disposition

of land used in a farming business of the partnership ^
were computed as if this Act were read without ^
reference to clause h of subsection 1 of section 55;

(/) the amount of the income of the partnership for a

fiscal year from any source or from sources in a

particular place were the income of the corporation

from that source or from sources in that particular

place, as the case may be, for the fiscal year of the

corporation in which the partnership's fiscal year

ends, to the extent of the corporation's share thereof;

and

{g) the amount of the loss of the partnership for a fiscal

year from any source or from sources in a particular

place were the loss of the corporation from that source

or from sources in that particular place, as the case

may be, for the fiscal year of the corporation in which
the partnership's fiscal year ends, to the extent of

the corporation's share thereof.
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Construction (2) The provisions of this Subdivision shall be read and
construed as if each of the assumptions in clauses a to g of

subsection 1 were made. New.

Contribution
of property
to
partnership

86.—(1) Where at any time after 1971 a partnership has
acquired property from a person who was, immediately after

that time, a member of the partnership, the partnership shall

be deemed to have acquired the property at an amount equal

to its fair market value at that time and the person shall

be deemed to have disposed of the property for proceeds

equal to that fair market value. New.

»»?..>

,

Mnjucabie (2) Notwithstanding any other provision of this Act, where

eie^on ^* ^^y tvTsxe after 1971 a Canadian partnership has acquired
by partners property from a person who was, immediately after that

time, a member of the partnership, if all the persons who
immediately after that time were members of the partner-

ship have jointly so elected in respect of the property in the

prescribed form and within the prescribed time, the following

rules apply

:

(a) the amount that all of those persons have agreed

upon in their election in respect of the property

shall be deemed to be the person's proceeds of

disposition of the property and the amount for which
the partnership acquired the property

;

[h) the amount, if any, by which the amount so elected

in respect of the property exceeds the amount of the

consideration, other than an interest in the partner-

ship, received by the person for the property shall,

(i) if immediately before that time the person

was a member of the partnership, be included
in computing the adjusted cost base to him
of his interest in the partnership, and

(ii) in any other case, be included in computing

the cost to him of his interest in the partner-

ship;

(c) where the amount that all of those persons have
agreed upon in their election in respect of the

property is greater than the fair market value, at

the time of the disposition, of the property so

disposed of, the amount so agreed upon shall,

irrespective of the amount actually so agreed upon,

be deemed to be an amount equal to that fair

market value ; and
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(d) notwithstanding clause c, where the amount that

all of those persons have agreed upon in their

election in respect of the property is less than the

amount of the consideration, other than an interest

in the partnership, received by the person for the

property, the amount so agreed upon shall, irrespective

of the amount so agreed upon, be deemed to be an
amount equal to the amount of that consideration.

New.

(3) Where at any time after 1971 a partnership has where
., r 1 ^ ^ r

property
acquired property from a person who was, immediately after acq^uired from

the acquisition, a member of the partnership, and, interest
partner

{a) the person's share, as a member of the partnership,

of the income of the partnership from any source for

the fiscal year of the partnership in which the property

was acquired exceeds one-half of the income of the

partnership from that source for the fiscal year ; or

(b) the amount that would, if the partnership were

wound up immediately after the acquisition, be

paid to the person as a member of the partnership,

otherwise than as his share of any income of the

partnership, exceeds one-half of the aggregate of all

such amounts that would be so paid to all persons

as members of the partnership,

\
the loss, if any, of the person arising from the acquisition of '^

the property by the partnership, • T

(c) is, notwithstanding any other provision of this Act,

not deductible in computing the income, net capital

loss, non-capital loss or restricted farm loss, if any,

of the person for any fiscal year ; and

(d) shall.

(i) where immediately before that time the person

was a member of the partnership, be included

in computing the adjusted cost base to him
of his interest in the partnership, and

(ii) in any other case, be included in computing
the cost to him of his interest in the partner-

ship. New.

(4) Where subsection 2 has been applicable in respect of^pjfji
the acquisition of any depreciable property by a partnership cost to

from a person who was, immediately after he disposed of exceeds
•^ -^ "^

proceeds of
disposition
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the property, a member of the partnership and the capital

cost to the person of the property exceeds his proceeds of the

disposition, for the purposes of sections 17 and 24 and any
regulations made under clause a of subsection 1 of section 24,

(a) the capital cost to the partnership of the property

shall be deemed to be the amount that was the

capital cost thereof to the person ; and

(6) the excess shall be deemed to have been allowed to

the partnership in respect of the property under

regulations made under clause a of subsection 1 of

section 24 in computing income for fiscal years

before the acquisition by the partnership of the

property. New.

of M?tner-°
^'^

'

—(^) ^^^ ^^^ purposes of this Act, notwithstanding that
sh^property at any time after 1971 a partnership would, but for this

subsection, be regarded as having ceased to exist,

(a) until such time as all of the partnership property

and any property substituted therefor has been

distributed to the persons entitled by law to receive

it, the partnership shall be deemed not to have

ceased to exist, and each person who was a partner

shall be deemed not to have ceased to be a partner;

and

[h) the right of each such person to share in such

property shall be deemed to be an interest in the

partnership. New.

Continuing (2) Where at any time after 1971 a person would, but for
partnership

, ) ' , . ,
-^

, , , .

'^
, , ,

interest this subsection, be regarded as having ceased to be a member
of a partnership of which he was a member immediately before

that time,

(a) until such time as all rights to receive any property

of or from the partnership in satisfaction of the person's

interest in the partnership immediately before that

time are satisfied in full, such interest, in this sub-

section referred to as a "continuing partnership

interest", shall, notwithstanding any other provision

of this Act, be deemed not to have been disposed of by
the person and to continue to be an interest in the

partnership

;

(6) a person who has a continuing partnership interest

in the partnership shall, for the purposes of this Act,

except subsections 2 to 4 of section 86, subsections 3
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to 6 of this section, section 89, and section 91, be
deemed to be a member of the partnership in respect of

his continuing partnership interest therein ; and

(c) in its appHcation to any property that is a con-

tinuing partnership interest in the partnership,

clause a of subsection 3 of section 42 shall be read

without reference to the words, "except clause h

thereof", therein. New.

(3) Subiect to subsection 3 of section 79 and subsection 4 Deemed
\ ' * proceeds

of this section, where at any time after 1971 a partnership

has disposed of property to a person who was, immediately

before that time, a member of the partnership, the partnership

shall be deemed to have disposed of the property for proceeds

equal to its fair market value at that time and the person

shall be deemed to have acquired the property at an amount
equal to that fair market value. New.

V-t; vviicic «iL any paiti^uiai tunc aiLci 1:7/1 a v-<i"ctuiciii
jj^^l^j^

partnership has ceased to exist and all of the partnership w^ere,,,..,, ,

^
,

'"partnership
property has been distributed to persons who were members of ceases to

the partnership immediately before that time so that immedi-
ately after that time each such person has, in each such property,

an undivided interest that, when expressed as a percentage,

in this subsection referred to as that person's "percentage",

of all of the undivided interests in the property, is equal
5^

to his undivided interest, when so expressed, in each other such "ii

property, if each such person has jointly so elected in respect •*

of the property in the prescribed form and within the pre- C
scribed time, the following rules apply:

*

(a) each such person's proceeds of the disposition of his

interest in the partnership shall be deemed to be an
amount equal to the greater of,

(i) the adjusted cost base to him, immediately
before the particular time, of his interest in the

partnership, and

(ii) the amount of any money received by him on
the cessation of the partnership's existence,

plus his percentage of the aggregate of amounts
each of which is the cost amount to the partner-

ship of each such property immediately before

its distribution

;

(6) the cost to each such person of his undivided interest

in each such property shall be deemed to be an
amount equal to,
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(i) his percentage of the cost amount to the
partnership of the property immediately before
its distribution,

plus,

(ii) where the amount determined under subclause i

of clause a exceeds the amount determined
under subclause ii of clause a, the amount
determined under clause c or d, as the case

may be, in respect of his undivided interest in

the property

;

(c) the amount determined under this clause in respect

of each such person's undivided interest in each
such property that was a capital property, other than
depreciable property, of the partnership is such portion

of the excess, if any, described in subclause ii of

clause b as is designated by him in respect of the

property, except that,

(i) in no case shall the amount so designated in

respect of his undivided interest in any such
property exceed the amount, if any, by which
his percentage of the fair market value of the

property immediately after its distribution

exceeds his percentage of the cost amount to the

partnership of the property immediately before

its distribution, and

(ii) in no case shall the aggregate of amounts
so designated in respect of his undivided
interests in all such capital properties, other

than depreciable property, exceed the excess,

if any, described in subclause ii of clause b\

{d) the amount determined under this clause in respect

of each such person's undivided interest in each such
property that was depreciable property or a property
other than a capital property of the partnership is

such portion of,

(i) the amount, if any, by which the excess, if any,

described in subclause ii of clause h exceeds

the aggregate of amounts designated by him
under clause c in respect of his undivided
interests in all such capital properties, other

than depreciable property,

as is designated by him in respect of the property,
except that.
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(ii) in no case shall the amount so designated in

respect of his undivided interest in any such
property exceed the amount, if any, by which
his percentage of the fair market value of the

property immediately after its distribution

exceeds his percentage of the cost amount to the

partnership of the property immediately before

its distribution, and

(iii) in no case shall the aggregate of amounts so

designated in respect of his undivided interests

in all such properties that are depreciable

property or properties other than capital

properties, exceeds one-half of the amount
determined under subclause i in respect of

him;

where the property so distributed by the partnership

was depreciable property of the partnership of a

prescribed class and anysuch person's percentage of the

amount that was the capital cost to the partnership

of that property exceeds the amount determined

under clause b to be the cost to him of his undivided

interest in the property, for the purposes of sections 17

and 24 and any regulations made under clause a of

subsection 1 of section 24,

(i) the capital cost to him of his undivided interest

in the property shall be deemed to be his

percentage of the amount that was the

capital cost to the partnership of the property,

and

1l

(ii) the excess shall be deemed to have been

allowed to him in respect of the property

under regulations made under clause a of

subsection 1 of section 24 in computing income

for fiscal years before the acquisition by him
of the undivided interest ; and

(/) the partnership shall be deemed to have disposed of

each such property for proceeds equal to the cost

amount to the partnership of the property immediately
before its distribution. New.

(5) Subsection 4 is not applicable in any case in which sub- ofPgPjbe*"®"

section 3 of section 79 is applicable. New.

(6) Where a Canadian partnership, in this

referred to as the "predecessor partnership", has ceased topaftnershrp

subsection continuation
of predecessor

partnership
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exist at any particular time after 1971 and, at or before

that time, all of the property of the predecessor partnership

has been transferred to another Canadian partnership, herein-

after referred to as the "new partnership", the only members
of which were members of the predecessor partnership, the

new partnership shall be deemed to be a continuation of the

predecessor partnership and any member's partnership interest

in the new partnership shall be deemed to be a continuation

of his partnership interest in the predecessor partnership.

New.

oeriodof ^^' ^here, at any time in a fiscal year of a partnership,

terminated the partnership would, but for subsection 1 of section 87

have ceased to exist, the fiscal year shall be deemed to have
ended immediately before that time. New.

partnership

Jfln'intwest 89.— (1) Notwithstanding clause a of section 40, a cor-

*°r1,ner8iii
poration's taxable capital gain for a fiscal year from the

disposition of an interest in a partnership to any person

exempt from tax under section 122 shall be deemed to be,

(a) one-half of such portion of its capital gain for the

year therefrom as may reasonably be regarded £is

attributable to increases in the value of any
partnership property of the partnership that is

capital property other than depreciable property,

plus,

{b) the whole of the remaining portion of such capital

^ i gain.

*'
dis^^sfuon (^) ^^ computing a corporation's gain for a fiscal year
of Interest In from the disposition of an interest in a partnership, there

shall be included, in addition to the amount thereof determined

under subsection 1 of section 42, the amount, if any, by which,

{a) all amounts required by subsection 2 of section 55

to be deducted in computing the adjusted cost base

to the corporation, immediately before the dis-

position, of the interest in the partnership.

exceeds

(6) the aggregate of the cost to the corporation of the

interest in the partnership and all amounts required

by subsection 1 of section 55 to be added in computing
the adjusted cost base to it, immediately before the

disposition, of that interest. New.
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90. Where a corporation was a member of a partnership at ^/i^^d
*^°"

the end of a fiscal year of the partnership in which theus®'^.*^
isirmiiiGr

partnership disposed of land used in a farming business of business of

the partnership, there may be deducted in computing the^^"^"^'^^
^^

corporation's income for its fiscal year in which the fiscal

year of the partnership ended, one-half of the aggregate of

amounts each of which is an amount in respect of that fiscal

year of the corporation or any previous fiscal year of the

corporation ending after 1971, equal to the corporation's

loss, if any, for the fiscal year from the farming business,

to the extent that such loss,

{a) was, by virtue of section 33, not deductible in com-
puting the corporation's income for the fiscal year,

(6) was not deductible for the purpose of computing the

corporation's taxable income for its fiscal year in

which the partnership's fiscal year in which the land

was disposed of ended, or for any previous fiscal

year of the corporation

;

(c) did not exceed that proportion of the aggregate of,

(i) taxes, other than income or profits taxes or

taxes imposed by reference to the transfer of

the property, paid by the partnership in its

fiscal year ending in the fiscal year or payable

by it in respect of that fiscal year to a province ^
or a Canadian municipality in respect of the

property, and -»

(ii) interest paid by the partnership in its fiscal year

ending in the fiscal year or payable by it in

respect of that fiscal year, pursuant to a legal

obligation to pay interest on borrowed money
used to acquire the property or on any amount
as consideration payable for the property

,

to the extent that such taxes and interest were in-

cluded in computing the loss of the partnership for

that fiscal year from the farming business, that,

(ill) the corporation's loss from the farming busi-

ness for the fiscal year,

is of,

(iv) the partnership's loss from the farming business

for its fiscal year ending in the fiscal year; and

{d) did not exceed the remainder obtained when,
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the aggregate of each of the corporation's

losses from the farming business for fiscal years

preceding the fiscal year, to the extent that

such losses are included in computing the

amount determined under this section in re-

spect of the corporation

;

is deducted from,

two times the amount of the corporation's tax-

able capital gain from the disposition of the

land. New.

"Canadian
partnership"
aeflned

91. In this Subdivision "Canadian partnership" means a

partnership all of the members of which were, at any time in

respect of which the expression is relevant, resident in Canada.
New.

Agreement
to share
income, etc.,

so as to
reduce or
postpone
tax
otherwise
payable

92.— (1) Where the members of a partnership have agreed

to share, in a specified proportion, any income or loss of the

partnership from any source or from sources in a particular

place, as the case may be, or any other amount in respect of

any activity of the partnership that is relevant to the

computation of the income or taxable income of any of the

members thereof, and the principal reason for the agreement
may reasonably be considered to be the reduction or postpone-

ment of the tax that might otherwise have been or become
payable under this Act, the share of each member of the

partnership in the income or loss, as the case may be, or in

that other amount, is the amount that is reasonable having
regard to all the circumstances including the proportions in

which the members have agreed to share profits and losses of

the partnership from other sources or from sources in other

places.

Meaning: of
"losses in
subs. 1

(2) For the purposes of this section, the word "losses" when
used in the expression "profits and losses" means losses

determined without reference to other provisions of this

Act. New.

Subdivision J

—

beneficiaries of trusts

Income of
beneficiary
from a
triist

1970-71. c. 63
(Can.)

93.— (1) For the purposes of this Part, there shall be in-

cluded in computing the income of a corporation that is a

beneficiary under a trust such part of the amount that would
be the income of the trust for a fiscal year if no deduction

were made under subsection 6 or 12 of section 104 of the

Income Tax Act (Canada) or under regulations made under
paragraph a of subsection 1 of section 20 of the Income Tax Act

(Canada) as was payable in the fiscal year to the corporation
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whether or not it was paid to it in that fiscal year and shall

not be included in computing its income for a subsequent

fiscal year in which it was paid.

(2) A corporation that is a beneficiary under a trust may ^S^***^
''°^'^

1 \ r 1 1 1 1 1 • , • •
allowance

deduct from the amount that would otherwise be its income deduction

from the trust by virtue of subsection 1, such part of the

amount that would otherwise be deductible from the income
of the trust for the fiscal year under regulations made under
paragraph a of subsection 1 of section 20 of the Income Tax Act (clnV'*^'^
(Canada), as the trust may determine.

(3) Where an amount is payable in a fiscal year by a trust depletion

to a corporation that is a beneficiary under the trust, no

part of that amount shall be deemed, for the purpose of sub-

section 1, to be payable out of an amount deductible in com-
puting the income of the trust for the fiscal year under regu-

lations made under subsection 1 of section 65 of the Income

Tax Act (Canada) except such part thereof as the trust

designates as being so payable.

(4) Such portion of, J22^o° of

dividends

(a) the aggregate of taxable dividends received by a trust be dividends

in a fiscal year on shares of the capital stock of tax- beneficiary

able Canadian corporations,

as.
^

r

(6) mayreasonably be considered, having regard to all the *

circumstances including the terms and conditions

of the trust arrangement, to be part of the amount
that, by virtue of subsection 1 or section 94, as the

case may be, was included in computing the income
for the fiscal year of a corporation that was a

particular beneficiary under the trust; and

(c) was not designated by the trust in respect of any
other beneficiary thereunder,

shall if so designated by the trust in respect of the corporation

that was a particular beneficiary in the return of its income

for the fiscal year under Part I of the Income Tax Act

(Canada), be deemed, for the purposes of section 76 and this

subsection, to be a taxable dividend received by that cor-

poration in the fiscal year from a taxable Canadian corpora-

tion, and not to be a taxable dividend received by the trust

in the fiscal year from a taxable Canadian corporation.

(5) Where an amount has, in a fiscal year, become payable ^°^^[^°^^fig

by a trust to a corporation that is a particular beneficiary ^jvidenda

thereunder, such t)ortion thereof as, included in
•^

beneflclary'8
income
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1970-71, c. 63
(Can.)

Portion of
taxable
capital
gains
deemed
Brain of
beneficiary

{a) may reasonably be considered, having regard to all

the circumstances including the terms and conditions

of the trust arrangement, to have derived from an
amount received by the trust in the fiscal year as,

on account or in lieu of payment of, or in satisfaction

of a dividend on a share of the capital stock of a

corporation resident in Canada other than a taxable

dividend; and

{b) was not designated by the trust in respect of any
other beneficiary thereunder,

shall, if so designated by the trust in respect of the corp>ora-

tion that was a particular beneficiary in its return of income
for the fiscal year under Part I of the Income Tax Act

(Canada), not be included in computing the income of the

corporation that was a particular beneficiary of the trust

for the fiscal year.

(6) Such portion of,

{a) the amount, if any, by which the aggregate of the

taxable capital gains of a trust for a fiscal year

exceeds the aggregate of,

(i) its allowable capital losses for the fiscal year,

and

(ii) the amount , if any, deductible under paragraph

6 of subsection 1 of section 111 of the Income Tax
Act (Canada) from its income for the fiscal year,

as,

(6) may reasonably be considered, having regard to all

the circumstances including the terms and condi-

tions of the trust arrangement, to be part of the

amount that, by virtue of subsection 1 or section 94,

as the case may be, was included in computing the

income for the fiscal year of a corporation that was
a particular beneficiary under the trust ; and

(c) was not designated by the trust in respect of any
other beneficiary thereunder,

shall, if so designated by the trust in respect of the corporation

that was a particular beneficiary in the return of its income
for the fiscal year under Part I of the Income Tax Act

(Canada), be deemed, for the purposes of sections 12 and 99,

to be a taxable capital gain for the fiscal year of that cor-

poration from the disposition of capital property.
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(7) For the purposes of subsections 1 and 5, an amount "^™°]i^t

shall not be considered to be payable in the fiscal year

unless it was paid in the fiscal year to the person to whom it

was payable or he was entitled in that fiscal year to enforce

payment thereof. New.

94. The value of all benefits, other than a distribution yn^ef trust,

or payment of capital, to a corporation during a fiscal year '^°°^^*'^*^' ®*'^-

from or under a trust, contract, arrangement or power of

appointment, irrespective of when made or created, shall be

included in computing the corporation's income for the fiscal

year. New.

95.—(1) Where an amount in respect of a corporation's [°^°™|j^

income interest in a trust has been included in computing the in trust

corporation's income for a fiscal year by virtue of subsection 1

of section 93 or subsection 2 of this section, there may be
deducted in computing the corporation's income for the

fiscal year the lesser of,

(a) the amount so included in computing its income for

the fiscal year; and

{h) the amount, if any, by which the cost to the corpora-

tion of the income interest exceeds the aggregate

of all amounts in respect of the interest that were

deductible by virtue of this subsection in computing
^^

the corporation's income for previous fiscal years.

t
(2) Where in a fiscal year a corporation disposes of an Disposition %

income interest in a trust, corporation
of income
interest

(a) except where subsection 3 is applicable, there shall be
included in computing the corporation's income for

the fiscal year the proceeds of the disposition

;

(6) any taxable capital gain or allowable capital loss of

the corporation from the disposition shall be deemed
to be nil ; and

(c) for greater certainty, the cost to the corporation of

each property received by it as consideration for the

disposition is the fair market value of the property

at the time of the disposition.

(3) For greater certainty, where at any time any projjerty
Jj^°*Jj®^^fQ°''

of a trust has been distributed by the trust to a corporation of income
iriL6r68L

that was a beneficiary under the trust in satisfaction of all or

any part of its income interest in the trust, the trust shall be

215
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deemed to have disposed of the property for proceeds of

disposition equal to the fair market value of the property at

that time. New.

DiapoBition 9^^—(J) Where a corporation has disposed of a capitalby
coi
of
Interest

corporation interest m a trust,
of capital

j^sr^^

(a) for the purposes of computing the corporation's tax-

able capital gain, if any, from the disposition of the

interest , the adj usted cost base to the corporation there-

of immediately before the disposition shall be deemed
to be an amount equal to the greater of the adjusted
cost base to it thereof otherwise determined immedi-
ately before that time and the cost amount to it of

the interest immediately before that time; and

{h) for greater certainty, for the purposes of computing
the corporation's allowable capital loss, if any, from
the disposition of the interest, the adjusted cost base
to the corporation thereof immediately before the

disposition is the adjusted cost base to it of the interest

immediately before that time as determined under
this Act without reference to clause a,

except that where the interest was an interest in an inter vivos

trust not resident in Canada that was purchased by the

corporation, clause a does not apply in respect of the dis-

position thereof except where subsection 2 is applicable in

respect of any distribution of property by the trust to the

corporation in satisfaction of all or any part of the interest.

*
by°tra8t"n° (^) Where at any time any property of a trust has been
satisfaction distributed by the trust to a corporation that was a benefi-

interest ciary under the trust in satisfaction of all or any part of the

corporation's capital interest in the trust, the following rules

apply,

(fl) the trust shall be deemed to have disposed of the

property for proceeds of disposition equal to its cost

amount to the trust immediately before that time

;

(6) the corporation shall be deemed to have acquired the

property at a cost equal to the aggregate of its cost

amount to the trust immediately before that time and
that proportion of the amount, if any, by which,

(i) the adjusted cost base to the corporation of the

capital interest immediately before that time as

determined for the purposes of clause b of

subsection 1,
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exceeds

(ii) the cost amount to the corporation of the

capital interest immediately before that time,

that the cost amount to the trust of the property

immediately before that time is of the amount
determined under subclause ii

;

(c) the corporation shall be deemed to have disposed of

all or part, as the case may be, of the capital interest

for proceeds equal to the cost at which the corporation

is deemed by clause b to have acquired the property,

minus the amount of any debt assumed by the

corporation or of any other legal obligation assumed
by it to pay any amount, if the distribution of the

property to the corporation was conditional upon the

assumption by the corporation of the debt or obliga-

tion; and

{d) where the property so distributed was depreciable

property of a prescribed class of the trust and the

amount that was the capital cost to the trust of

that property exceeds the cost at which the corpora-

tion is deemed by this section to have acquired the

property, for the purposes of sections 17 and 24 and
any regulations made under clause a of subsection 1

of section 24. \

(i) the capital cost to the corporation of the

property shall be deemed to be the amount
that was the capital cost of the property to the

trust, and

(ii) the excess shall be deemed to have been al-

lowed to the corporation in respect of the pro-

perty under regulations made under clause a

of subsection 1 of section 24 in computing
income for fiscal years before the acquisition by
the corporation of the property.

(3) Where the property referred to in subsection 2 that was
y®n®of*co|t

distributed by a trust to a corporation was property, other of property

than capital property that was not depreciable property, for non-

the purposes of determining the cost to the corporation of thecapaai*

property under clause b of subsection 2, except for the pur- P''°P®'"'y

jx)ses of clause b of subsection 2 as it applies to determine the

corporation's proceeds of disposition of its capital interest

under clause c of subsection 2, the reference in clause b of sub-

section 2 to "that proportion" shall be read as a reference to

"one-half of that proportion". New.

215
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DiBtrlbution
to non-resi-
dent bene-
ficiary

1970-71.

c. 63 (Can.)

Interpre-
tation

1^^

(4) Where subsection 2 is applicable in respect of the distri-

bution -by a trust of any property of the trust to a non-

resident corporation that was a beneficiary under the trust and
the property was not taxable Canadian property or property

that would be taxable Canadian property if at no time in the

fiscal year of the trust in which it was so distributed the trust

had been resident in Canada, notwithstanding clauses a to c of

subsection 2, the provisions of paragraphs d to/ of subsection 4

of section 107 of the Income Tax Act (Canada) are applicable in

respect of the property as if the reference in paragraph /of sub-

section 4 of section 107 of that Act to "that fair market value"

were read as a reference to "the adjusted cost base to him of

the interest or part thereof, as the case may be, immediately

before the property was so distributed".

97.— (1) In this Subdivision,

{a) "beneficiary" under a trust includes a person benefi-

cially interested therein

;

(b) "capital interest" of a corporation in a trust means a

right, whether immediate or future and whether
absolute or contingent, of a corporation that is a

beneficiary under the trust to, or to receive, all or

any part of the capital of a trust

;

(c) "cost amount" of any capital interest of a corporation

in any trust at any time means,

(i) in any case where any money or property of the

trust has been distributed by the trust to the

corporation in full satisfaction of the whole of

its capital interest, whether on the winding-up

of the trust or otherwise, the aggregate of the

money so distributed and all amounts each of

which is the cost amount to the trust, immedi-

ately before the distribution, of each such

property so distributed to the corporation, and

(ii) in any other case, that proportion of the

amount, if any, by which the aggregate of all

money of the trust on hand immediately before

that time and all amounts each of which is the

cost amount to the trust, immediately before

that time, of each prop)erty of the trust exceeds

the aggregate of all amounts each of which is

the amount of any debt owing by the trust, or

of any other obligation of the trust to pay any
amount, that was outstanding immediately
before that time, that,

(A) the fair market value at that time of

the capital interest in the trust,
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is of,

(B) the fair market value at that time of all

capital interests in the trust

;

{d) "income interest" of a corporation in a trust means
a right, whether immediate or future and whether
absolute or contingent, of a corporation that is a

beneficiary under the trust to, or to receive, all or

any part of the income of the trust

;

{e) "inter vivos trust" means a trust other than a

testamentary trust

;

(/) "trust" includes an inter vivos trust but, in sections

94 to 96, does not include,

(i) a unit trust, or

(ii) a trust governed by a registered pension fund
or plan, an employees profit sharing plan, a

registered supplementary unemployment bene-

fit plan, a registered retirement savings plan or

a deferred profit sharing plan.

(2) For the purposes of this Act, a trust is a unit trust atMeaninprof
. . ^. ^ . r

expression
any particular time if, at that time, it was an inter vivos trust "unit trust"

the interest of each beneficiary under which was described by
reference to units of the trust, and,

^

ia) the issued units of the trust included, It

(i) units having conditions attached thereto ^
that included conditions requiring the trust to

accept, at the demand of the holder thereof and
at prices determined and payable in accor-

dance with the conditions, the surrender of the

units, or fractions or parts thereof, that are

fully paid, or

(ii) units qualified in accordance with prescribed

conditions relating to the redemption of the

units by the trust,

and the fair market value of such of the units as had
conditions attached thereto that included such

conditions or as were so qualified, as the case may
be, was not less than 95 per cent of the fair market

value of all of the issued units of the trust, such fair

market values being determined without regard to any
voting rights attaching to units of the trust ; or

{h) throughout the fiscal year in which the particular time

occurred it complied with the following conditions,

>

(i) it was resident in Canada,
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(ii) its only undertaking was the investing of

funds of the trust,

(iii) at least 80 per cent of its prof)erty throughout
the year consisted of shares, bonds, mortgages,
marketable securities, or cash, or of rights to or

interest in any rental or royalty computed by
reference to the amount or value of production
from an oil or gas well, or from a mineral

resource, situated in Canada,

(iv) not less than 95 per cent of its income for the

fiscal year was derived from, or from dis-

positions of, investments described in sub-

clause iii,

(v) at no time in the fiscal year did more than
10 per cent of its property consist of shares,

bonds or securities of any one corporation or

debtor other than Her Majesty in right of

Canada or a province or a Canadian munici-
pality, and

(vi) all holdings of and transactions, if any, in its

units accorded with prescribed conditions

relating to the number of its unit holders,

dispersal of ownership of its units and public

trading of its units.

''^ncome'"^ (3) For the purposes of clause d of subsection 1 of section
of trust 97^ the income of a trust is its income computed without

reference to the provisions of this Act. New.

Division C—computation of taxable income

Deductions
permitted

Charitable
donations

I

98.—(1) For the purpose of computing the taxable income
of a corporation for a fiscal year, there may be deducted from
its income for the fiscal year such of the following amounts as
are applicable

:

(a) the aggregate of gifts made by the corporation in the
fiscal year, and in the immediately preceding fiscal

year, to the extent of the amount thereof that was
not deductible under this Act in computing the
taxable income of the corporation for that immediately
preceding fiscal year, to,

(i) registered Canadian charitable organizations,

(ii) registered Canadian amateur athletic asso-

ciations,
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(iii) housing corporations resident in Canada and
exempt from tax under Part II by clause /of
subsection 1 of section 122,

(iv) Her Majesty in right of any province of Canada
other than Ontario and any Canadian munici-

pality,

(v) the United Nations or agencies thereof,

(vi) universities outside Canada prescribed to be

universities the student body of which ordin-

arily includes students from Canada, and

(vii) charitable organizations outside Canada to

which Her Majesty in right of Canada has

made a gift during the fiscal year or the 12

months immediately preceding that fiscal

year,

not exceeding 20 per cent of the income of the cor-

poration for the fiscal year, if payment of the amounts •

given is proven by filing receipts or photostatic

reproductions thereof with the Minister that, in the

case of a donation to a registered Canadian charitable

organization or registered Canadian amateur athletic

association, contain prescribed information; R.S.O.

1970, c. 91, s. 37 (1), par. 1, amended.

\
(b) the aggregate of gifts made by the corporation in g^fts to H

the fiscal year, and in the immediately preceding Majesty r*

fiscal year, to the extent of the amount thereof that *

was not deductible under this Act in computing the

taxable income of the corporation for that imme-
diately preceding fiscal year, to Her Majesty in right

of Canada and of Ontario, not exceeding the amount
remaining, if any, when the amount deducted for the

fiscal year under subsection 1 is deducted from the

income of the corporation for the fiscal year, if pay-

ment of the amounts given is proven by filing receipts

or photostatic reproductions thereof with the Minister.

R.S.O. 1970, c. 91, s. 37 (1), par. 2.

(2) Clauses a and b of subsection 1 do not apply to permit a
oiPg^Jlbg*"""

corf)oration to deduct, for the purposes of computing itsto. *)

taxable income for a fiscal year, any amount in respect of

gifts made by the corporation in the fiscal year, until the

amount deductible under those clauses in resf)ect of gifts made
by the corporation in the immediately preceding fiscal year

has been deducted. R.S.O. 1970, c. 91 , s. 37 (5).
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^ruieraWp'^ (3) Where a corporation was, at the end of a fiscal year of

a partnership, a member of the partnership, the cor|X)ration's

share of any amount that would, if the partnership were a
person, be a gift made by the partnership to any donee, shall,

for the purposes of this section, be deemed to be a gift made by
the corporation in its fiscal year in which the fiscal year of

the partnership ended, to that donee. New.

Interpre-
tation (4) In this section,

"registered Canadian amateur athletic association"

means an association that was created under any
law in force in Canada, that is resident in Canada, and
that,

1970-71, c. 63
(Can.)

(i) is a person described in paragraph / of subsection

1 of section 149 of the Income Tax Act (Canada)

,

and

(ii) has, as its primary purpose and its primary

function, the promotion of amateur athletics

in Canada on a nationwide basis ; and New

{b) "registered Canadian charitable organization" means,

(i) a charitable organization in Canada exempt
from tax under Part I of the Income Tax Act

(Canada) by paragraph/ of subsection 1 of sec-

tion 149 thereof or a corporation or trust resi-

dent in Canada exempt from tax under Part I

of the Income Tax Act (Canada) by paragraph g
or h of subsection 1 of section 149 thereof, or

(ii) a branch, section, parish, congregation or other

division of an organization described in sub-

clause i that receives donations on its own
behalf.

that, except as otherwise designated by the Minister,

has been registered as a Canadian amateur athletic associa-

tion or a Canadian charitable organization, as the case may
be, in respect of the same year by the Minister of National

Revenue for Canada under subsection 8 of section 110 of the

Income Tax Act (Canada) and except as otherwise designated

by the Minister, the registration has not been revoked by the

Minister of National Revenue for Canada under subsection 2 of

section 168 of the Income Tax Act (Canada). R.S.O. 1970,

c. 91, s. 37 (6,8), amended.
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99.—(1) For the purpose of computing the taxable income
^°|u®tibie

of a corporation for a fiscal year, there may be deducted
from the income for the fiscal year such of the following

amounts as are applicable

:

(a) non-capital losses for the five fiscal years immediately Non-capitai

preceding and the fiscal year immediately following

the fiscal year, but no amount is deductible in

respect of non-capital losses from the income of any
fiscal year except to the extent of the corporation's

income for the fiscal year minus all deductions per-

mitted by the provisions of this Division other than

this clause or clause b; R.S.O. 1970, c. 91, s. 37 (1),

par. 3, amended.

(b) net capital losses for fiscal years preceding and the j^|*g<^g*P*tai

fiscal year immediately following the fiscal year, but
no amount is deductible in respect of net capital

losses from the income of any fiscal year except to the

extent of the lesser of,

(i) the amount, if any, by which the corporation's

income for the fiscal year exceeds the aggregate

of all deductions permitted by the provisions

of this Division other than this clause, and

(ii) the amount, if any, determined under clause b

of section 12 in respect of the corporation for

the fiscal year; New. *•

f*

(c) restricted farm losses of the corporation for the five
S.rm'"**^'*'^ >

fiscal years immediately preceding and the fiscal year losses

immediately following the fiscal year, but no amount
is deductible in respect of a restricted farm loss

from the income for any fiscal year except to the

extent of the lesser of,

(i) the corporation's income for the fiscal year
minus all deductions permitted by the pro-

visions of this Division other than this sub-

section, and

(ii) the corporation's incomes for the fiscal year
from all farming businesses carried on by it.

R.S.O. 1970, c. 91, s. 37 (4). amended.

(2) For the purposes of subsection 1,
umitation

deductibility

(a) an amount in respect of a non-capital loss, net capital

loss or restricted farm loss, as the case may be, for a
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fiscal year is only deductible to the extent that it

exceeds the aggregate of,

(i) amounts previously deductible in respect of

that loss under this section, and

(ii) amounts previously subtracted in respect of

that loss under paragraph c or ^ of subsection 1

1^11.0.93 of section 186 of the Income Tax Act (Canada)

in determining amounts on which tax under
Part IV of that Act has become payable; and

{b) no amount is deductible in respect of a non-capital

loss, net capital loss or restricted farm loss, as the

case may be, for any fiscal year until,

(i) in the case of a non-capital loss, the deductible

non-capital losses,

(ii) in the case of net capital loss, the deductible

net capital losses, and

(iii) in the case of a restricted farm loss, the

deductible restricted farm losses,

for previous fiscal years have been deducted. R.S.O.

1970, c. 91, s. 37 (1.2), amended.

^Fau^f^^ (3) Subsection 1 does not apply to permit a corporation to

where deduct, for the purpose of computing its taxable income for a

control fiscal year, any amount in respect of its net capital loss for a

preceding fiscal year if, before the end of the fiscal year,

control of the corporation has been acquired by a person or

persons who did not at the end of that preceding fiscal year,

control the corporation. R.S.O. 1970, c. 91, s. 37 (2), amended.

Idem (4) Subsection 1 does not apply to permit a corporation to

deduct, for the purpose of computing its taxable income for

a fiscal year, such portion of its non-capital loss for a pre-

ceding fiscal year as may reasonably be regarded as its loss

from carrying on any particular business if,

(a) control of the corporation has been acquired, before

the end of the fiscal year, by a person or persons who
did not, at the end of that preceding fiscal year, con-

trol the corporation and the corporation was not,

during the fiscal year, carrying on that business ; or

(6) control of the corporation was acquired, before the

end of the fiscal year and after the winding-up or dis-
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continuance of that business, by a person or persons

who did not control the corporation at any time during

that preceding fiscal year when that business was
being carried on. R.S.O. 1970, c. 91, s. 37 (2. 3),

amended.

(5) For the purposes of clause h of subsection 1 of section Limitation

55 and this section, any loss of a corporation for a fiscal year

from a farming business shall, after the corporation disposes

of the land used in that farming business and to the extent

that the amount of such loss is required by clause h of

subsection 1 of section 55 to be added in computing the

adjusted cost base to the corporation of the land imme-
diately before the disposition, be deemed not to be a loss. New.

(6) For the purposes of this section, any loss of a corporation ^**®™

for a fiscal year from a farming business shall, to the extent

that such loss is included in the amount of any deduction per-

mitted by section 90 in computing the corporation's income
for any subsequent fiscal year, be deemed not to be a loss of the

corporation for the purpose of computing its taxable income
for that subsequent fiscal year or any fiscal year subsequent

thereto. R.S.O. 1970, c. 91, s. 37 (4). amended.

(7) In this section,
StioS^*

(a) "net capital loss" of a corporation for a fiscal year

means the amount, if any, by which its allowable

capital losses for the fiscal year from dispositions of "i.

property, other than listed personal property, exceeds **

the aggregate of its taxable capital gains for the f
fiscal year from dispositions of property, other than

listed personal property, and its taxable net gains

for the fiscal year from dispositions of its listed

personal property;

(6) "non-capital loss" of a corporation for a fiscal year

means the amount, if any, by which,

(i) the aggregate of all amounts each of which is

the corporation's loss for the fiscal year from
a business or property and all amounts
deductible under section 100 from the cor-

poration's income for the fiscal year,

exceeds

(ii) the amount determined under clause c of

section 12; and

(c) a reference to any amount determined under any j^®^®''®°°*
12

clause or subclause of section 12 for a fiscal year
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Deduction
of taxable
dividends
received by
corporation
resident in
Canada

shall be read as a reference to, in the case of a corpora-

tion to which subsection 2 or 3 of section 2 applies,

the amount determined under any such clause or

subclause for the fiscal year for the purposes of

section 101. New.

lOO.—(1) Where a corporation in a fiscal year has received

a taxable dividend from,

(a) a taxable Canadian corporation

;

(6) a corporation resident in Canada, other than a non-
resident-owned investment corporation, and con-

trolled by it ; or

(c) a corporation non-resident of Canada more than 25
per cent of the issued share capital of which, having
full voting rights under all circumstances, belongs to

the corporation receiving the dividend,

an amount equal to the dividend may be deducted from the

income of the receiving corporation for the fiscal year for the

purpose of computing its taxable income. R.S.O. 1970, c. 91,

s. 38 (1). amended.

Dividends
received
from non-
resident
corporation

1970-71, c. 63
(Can.)

(2) Where a corporation in a fiscal year received a taxable

dividend from a non-resident corporation that is taxable under
subsection 3 of section 2 of the Income Tax Act (Canada) for

that fiscal year, the corporation shall deduct from its income
for the same fiscal year the same amount in respect of such

dividends as the corporation was allowed to deduct under
subsection 2 of section 112 of the Income Tax Act (Canada).

R.S.O. 1970, c. 91, s. 38 (2).

Loss from
transaction
involving
shcu'e on
which
deductible
dividend
received

(3) Where an amount in respect of a taxable dividend re-

ceived by a corporation, other than a trader or dealer in

securities, in a fiscal year is, by virtue of this section or sub-

section 6 of section 138 of the Income Tax Act (Canada)

deductible from the corporation's income for the fiscal year,

the amount of any loss arising from transactions with reference

to the share on which the dividend was received shall, unless

it is established by the corporation that,

(a) the corporation owned the share 365 days or longer

before the loss was sustained ; and

[h) the corporation did not, at the time the dividend was
received, own more than 5 f)er cent of the issued shares

of any class of the capital stock of the corporation

from which the dividend was received,

215



195

be deemed to be the amount of that loss otherwise determined
minus the aggregate of all amounts received by the corporation

in respect of taxable dividends on the share, to the extent that

the amounts thereof were deductible from the corporation's

income for any fiscal year by virtue of this section or sub-

section 6 of section 138 of the Income Tax Act (Canada) . R.S.O .
ig'o-vi. c. 63

1970, c. 91, s. 38 (3).

(4) The amount of any loss of a corporation that is a Loss
/ 11- • • • • r • -1 sustained by

trader or dealer m securities arising from transactions with trader or

reference to any share on which an amount in respect of a securities

dividend has been received by it shall, unless it is estabhshed

by that corporation that,

{a) it owned the share 365 days or longer before the

loss was sustained; and

{b) it did not, at the time the dividend was received, own
more than 5 per cent of the issued shares of any
class of the capital stock of the corporation from
which the dividend was received,

be deemed to be the amount of that loss otherwise determined,

minus the aggregate of all amounts received by the corporation

in respect of taxable dividends on the share.

(5) For the purposes of this section. Meaning of

expressions

(a) "taxable dividend" does not include a capital gains <•

dividend within the meaning given to that expression

by subsection 1 of section 109; and T

(6) one corporation is controlled by another corporation

if more than 50 per cent of its issued share capital,

having full voting rights under all circumstances,

belongs to the other corporation, to persons with

whom the other corporation does not deal at arm's

length, or to the other corporation and persons with

whom the other corporation does not deal at arm's

length. New.

Division D—taxable income earned

in canada by non-residents

101. For the purposes of this Act , the taxable income earned Non-

in Canada of a corporation to which subsection 2 or 3 of section taxable

2 applies is the amount of its income for the fiscal year that earned in

would be determined under section 12 if,
Canada

(a) it had no income other than,
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(i) incomes from businesses carried on in Canada,

(ii) taxable capital gains from dispositions de-

scribed in clause b,

(iii) income from property that is real property

situated in Canada or an interest therein,

that arose from the sale or rental thereof,

or both,

(iv) the amount, if any, by which any amount
required by subsection 2 of section 95 to be

included in computing its income for the fiscal

year as proceeds of the disposition of an income

interest in a trust resident in Canada exceeds

the amount in respect of that income interest

that would, if it were liable to taxation by
virtue of subsection 1 of section 2 throughout

the fiscal year, be deductible under subsection

1 of section 95 in computing its income for

the fiscal year, and

(v) proceeds of disposition by it in the fiscal year

of a property that is a Canadian resource

property, within the meaning given to that

expression by subsection 12 of section 63,

or that would have been such a property if it

had been acquired b}' it after 1971 to the

extent not included in computing its income

from a business carried on by it in Canada;

{b) the only taxable capital gains and allowable capital

losses referred to in clause b of section 12 were

taxable capital gains and allowable capital losses from

dispositions of property each of which was a disposi-

tion of a property, in this Act referred to as a "taxable

Canadian property", that was a property referred

to in any of the subparagraphs i to viii of paragraph
1^0-71.0.63 b of subsection 1 of section 115 of the Income Tax

A ct (Canada) ; and

(c) the only losses referred to in clause d of section 1 2 were

losses from a business carried on by it in Canada or from

real property situated in Canada or an interest therein,

minus the aggregate of such of the deductions from income

permitted for the purpose of computing taxable income as may
reasonably be considered wholly applicable and of such part of

any other of the said deductions as may reasonably be con-

sidered applicable. R.S.O. 1970, c. 91, s. 5 (36-38), amended.
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Division E—computation of income
tax payable

102. The tax payable by a corporation under this Part^*^®

upon its taxable income or taxable income earned in Canada,

as the case may be, in this section referred to as the "amount
taxable", is 12 per cent of the amount taxable. R.S.O. 1970,

c. 91, s. 5 (1).

103. There may be deducted from the tax otherwise pay- JJ^^°**°"
able under this Part for a fiscal year by a corporation an amount income tax

equal to 12 per cent of that portion of its taxable income or

taxable income earned in Canada, as the case may be, which
is earned in the fiscal year in each jurisdiction other than

Ontario, determined under rules prescribed by the regulations.

R.S.O. 1970, c. 91, s. 5 (2).

104. Where a corporation has a permanent establishment foreign

in Ontario and has received income in the fiscal year in the deduction

form of dividends, interest, rents or royalties that was derived

from sources within a jurisdiction outside Canada or is deemed
to have received income in the form of dividends and interest

from a country outside Canada by virtue of the provisions of

subsection 5 of section 1 48 of the Income Tax A ct (Canada) , here- }q^}' °- ^
inafter in this section referred to as "foreign investment

income", or where a corporation having received foreign

investment income in the fiscal year from sources within a

jurisdiction outside Canada also received income in the fiscal

year from a business carried on by it in that jurisdiction, ^
hereinafter in this section referred to as "foreign business in- -,

come", and where, for the purposes of subsection 2 of section 126 ^
of the Income Tax Act (Canada), such foreign investment income
has not been included as part of such foreign business income,

and, for the purpose of allocating taxable income to jurisdictions

outside Ontario in accordance with the regulations made under

section 103, has been excluded when calculating its gross

revenue, or any part thereof, and where the corporation is

entitled to a deduction under section 126 of the Income Tax
Act (Canada), hereinafter in this section referred to as "foreign

tax credit", with respect to any income or profits tax paid to

such jurisdiction on such foreign investment income or on such

foreign investment income and foreign business income or is

deemed to have been paid as income or profits tax to such

jurisdiction by virtue of the provisions of subsection 5 of

section 148 of the Income Tax Act (Canada), the corporation

may deduct from the tax otherwise payable under this Part for

the fiscal year an amount equal to the lesser of,

(a) 10 per cent of that part of such foreign investment
income that is included in that portion of taxable
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income that remains after deducting from such tax-

able income the portions thereof deemed to have
been earned in jurisdictions other than Ontario for

the purpose of section 103; and

1970-71. c. 63
(C3»n.)

Logging
tax
deduction

R.S.0. 1970.
C.258

(b) the proportion of the deficiency between the foreign

tax credit that would be allowed if no provincial tax

abatement under section 124 of the Income Tax Act

(Canada) were applicable and the foreign tax credit

that is allowed when the provincial tax abatement
provided by section 124 of the Income Tax Act

(Canada) has been applied which,

(i) the amount of that portion of its taxable in-

come for the fiscal year that is deemed to have
been earned in Ontario measured in accordance
with paragraph a, of subsection 4 of section

124 of the Income Tax Act (Canada),

bears to,

(ii) the total amount of the portions of its taxable

income for the fiscal year that are deemed to

have been earned in the provinces of Canada
measured in accordance with paragraph a of

subsection 4 of section 124 of the Income Tax
Act (Canada). R.S.O. 1970, c. 91, s. 5 (39).

105.—(1) There may be deducted from the tax otherwise

payable under this Part for a fiscal year by a corporation an

amount equal to one-third of the tax payable by the corpora-

tion for the same fiscal year under The Logging Tax Act.

R.S.O. 1970,c. 91,s. 5(40).

Interpre-
tation (2) In subsection 1, "tax otherwise payable" means the

tax for the fiscal year otherwise payable by the corporation

under this Part after making any deduction applicable under

section 103. R.S.O. 1970, c. 91, s. 5 (41).

9% Invest-
ment tax
deduction

Deemed
acquisition
ana use

106.—(1) There may be deducted from the tax other-

wise payable under this Part for a fiscal year by a corporation

an amount equal to 5 per cent of the cost of machinery and
equipment acquired and used in that fiscal year by the cor-

poration which machinery and equipment is acquired pursuant

to an agreement entered into after the 26th day of April, 1971,

and which shall be used by the corporation solely in Ontario

prior to the 1st day of April, 1973, for the purpose of

earning income. 1971, c. 11, s. \,part.

(2) For the purposes of this section, where the machinery
and equipment in respect of which the provisions of sub-
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section 1 would otherwise apply, is not used by the corporation

in the fiscal year in which it is acquired, such machinery and
equipment shall be deemed to have been acquired and used by
the corporation in the fiscal year in which it is first used. 1971

,

c. 72,s. 1.

(3) Any amount which may be deducted under subsection 1 deduction
may be deducted in subsequent fiscal years to the extent that carried

the deduction allowed under subsection 1 exceeds the tax

otherwise payable by the corporation in the previous fiscal years

and, except as herein provided, no deduction shall be allowed

in any fiscal year of the corporation ending after the 31st day
of March, 1973, except that with respect to the first fiscal

year of the corporation ending after the 31st day of March,

1973, the amount which may be deducted from the tax

otherwise payable for that fiscal year shall not exceed that

portion of the tax otherwise payable for that fiscal year that

the number of days in that fiscal year prior to the 1st day of

April, 1973, bears to 365.

(4) Notwithstanding subsection 3, where a corporation has i^^^m

a net loss, any amount which may be deducted under sub-

section 1 may be deducted in subsequent fiscal years to the

extent that the deduction allowed under subsection 1 exceeds

the tax otherwise payable by the corporation in the previous

fiscal years and, except as herein provided, no deduction shall

be allowed in any fiscal year of the corporation ending after

the 31st day of March, 1974, except that with respect to the

first fiscal year of the corporation ending after the 31st day i

of March, 1974 the amount which may be deducted from the

tax otherwise payable for that fiscal year shall not exceed the T
portion of the tax otherwise payable for that fiscal year that

the number of days in that fiscal year prior to the 1st day of

April, 1974, bears to 365.

(5) In this section,
utf^'"®"

{a) "machinery and equipment" means machinery and
equipment prescribed by the regulations, but does

not include automobiles and trucks, any property

that is described in the corporation's inventory or

that part of any property in respect of which a loan

is made under The Ontario Development Corporation ^^^^ ^^'

Act, or The Northern Ontario Development Corporation

Act;

(6) "net loss" means the amount, if any, by which the

non-capital losses exceed the incomes of a corporation

for the fiscal years ending between the 26th day of

April, 1971, and the 1st day of April, 1973, except

that,

215
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(i) where the provisions of subsection 4 apply with

respect to the first fiscal year of the corporation

ending after the 31st day of March, 1973, in

determining the net loss for the purpose of

this section there shall be included that portion

of the non-capital loss or income for that

fiscal year that the number of days in that

fiscal year prior to the 1st day of April, 1973,

bears to 365, and

(ii) where, for the purposes of section 103, part of

the taxable income of a corporation for a

fiscal year is deemed to have been earned by

the corporation in a jurisdiction outside

Ontario, or, where the taxable income for that

fiscal year is nil and, for the purposes of section

132, part of the taxable paid-up capital of the

corporation is deemed to have been used in

a jurisdiction outside Ontario, the non-capital

loss or income for that fiscal year shall, in

determining the net loss for the purpose of

this section, be reduced in the same ratio

that the tax payable under section 102 or 131,

as the case may be, is reduced for that fiscal

year

;

(c) "tax otherwise payable" means the tax for the fiscal

year otherwise payable by the corporation under

this Part after making any deduction applicable

under section 103. 1971, c. 11, s. {.part.

Twt on 107. Where under a contract, will or trust, made or created

before the 14th day of May, 1953, a person is required to make
a payment to a corporation and is required by the terms of

the contract, will or trust to pay an additional amount
measured by reference to tax payable by such corporation

(cS?*"*" ""^^^ Part I of the Income Tax Act (Canada) and Part II

of this Act by reason of the payment,

(a) the tax payable by the corporation under Part II

of this Act for the fiscal year in or in respect of which
such a payment is made or becomes payable is the
amount that the tax of the corporation under Part
1 1 of this Act would be if no amount under the contract
were included in computing its income for the fiscal

year plus,

(i) the amount by which its tax under Part II

of this Act would be increased by including
in computing its income,
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(A) the payment, and

(B) the amount by which its tax under
Part I of the Income Tax Act (Canada) igJo^Y'C- 6^

would be increased by including the

payment in computing its income, and

(ii) the amount by which the tax of the corporation

under Part II of this Act would be further

increased by including, in computing its in-

come for the fiscal year, the amount fixed by
subclause i or the additional payment, which-

ever is the lesser ; and

{b) if the person required to make the payment is a

corporation and would otherwise be entitled to

deduct the amounts payable under such a contract

in computing its income for a fiscal year, such
corporation is not entitled to deduct the amount
determined under subclause ii of clause a. R.S.O.

1970, c. 91,8.67.

Division F— special rules

applicable in certain circumstances

Bankruptcies

108,—(1) Where a corporation has become a bankrupt, the ^^®^®
g^j_jQjj

following rules are applicable

:

bankrupt

(a) the trustee in bankruptcy shall be deemed to be i*

the agent of the bankrupt for all purposes of this Act

;

»

(6) the estate of the bankrupt shall be deemed not to be

a trust or an estate for the purposes of this Act

;

(c) the income and the taxable income of the corporation

for any fiscal year of the corporation during which it

was a bankrupt and for any subsequent fiscal year

shall be calculated as if,

(i) the property of the bankrupt did not pass to

and vest in the trustee in bankruptcy on the

receiving order being made or the assignment

filed but remained vested in the bankrupt, and

(ii) any dealing in the estate of the bankrupt or

any act performed in the carrying on of the

business of the bankrupt estate by the

trustee was done as agent on behalf of the

bankrupt and any income of the trustee from
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such dealing or carrying on is income of the

bankrupt and not of the trustee;

{d) a fiscal year of the corporation shall be deemed

to have commenced on the day the corporation

became a bankrupt and a fiscal year of the corporation

that would otherwise have ended after the corpora-

tion became a bankrupt shall be deemed to have

ended on the day immediately before the day on

which the corporation became a bankrupt

;

(e) where, in the case of any fiscal year of the corporation

ending during the period the corporation is a

bankrupt, the corporation fails to pay the tax

payable by the corporation under this Act for any
such fiscal year, the corporation and the trustee in

bankruptcy are jointly and severally liable to pay the

tax, except that,

(i) the trustee is only liable to the extent of the

property of the bankrupt in his possession, and

(ii) payment by either of them shall discharge

the joint obligation

;

{/) in the case of any fiscal year of the corporation

ending during the period the corporation is a bankrupt,

the corporation shall be deemed not to be associated

with any other corporation in the year ; and

{g) where an absolute order of discharge is granted in

respect of the corporation, for the purposes of

section 99 any loss of the corporation for any fiscal

year preceding the fiscal year in which the order of

discharge was granted is not deductible by the

corporation in computing its taxable income for the

fiscal year of the corporation in which the order

was granted or any subsequent fiscal year. R.S.O.

1970,c. 91,s. 40(1).

and°SS?t^ (^^ ^" this section, "bankrupt" and "estate of the bankrupt"
of bankrupt • have the meanings given to those expressions by the Bank-

rVc iirro ^**P^O' ^c^ (Canada). R.S.O. 1970, c. 91, s. 40 (2).
c. B^

Investment Corporations

and Mutual Fund Corporations

Election

JLm*^^' 109.—(1) Where a corporation is an investment corporation,
dividend as defined by subsection 3 of section 130 of the Income Tax Act

fcS7'*^ " (Canada), or is a mutual fund corporation, as defined by sub-
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section 8 of section 131 of such Act, and the corporation has

elected in respect of the full amount of a dividend that

has become payable by it at any particular time after 1971

in accordance with subsection 1 of section 131 of the Income}^^'^}'^-^
(Can.)

Tax Act (Canada),

(a) the dividend shall be deemed to be a capital gains

dividend to the extent that it does not exceed

the corporation's capital gains dividend account as

defined by paragraph b of subsection 6 of section 131

of the Income Tax Act (Canada) at the particular

time ; and

(b) notwithstanding anything in this Act, any amount
received by a corporation in a fiscal year as, on

account of or in lieu of payment of, or in satisfaction

of the dividend shall not be included in computing the

corporation's income for the fiscal year as income from
a share of the capital stock of the paying corporation,

but shall be deemed to be a capital gain of the

corporation for the fiscal year from the disposition of

capital property.

(2) Where a corporation has in a fiscal year become entitled to re1und\o**°^
a refund by virtue of subsection 2 of section 131 of the '"'^t^ai iy°<i

-^
. .

corporation
Income Tax Act (Canada), the Mmister,

(a) may upon mailing the notice of assessment for the

fiscal year, refund without appHcation therefor an
J^^

amount equal to 25 per cent of its capital gains refund *
for the fiscal year determined under subsection 2 of i;^

section 131 of the Income Tax Act (Canada) for the *

same fiscal year ; and

(6) shall make such a refund after mailing the notice of

assessment if application therefor has been made in

writing by the corporation within 4 years from the

end of the fiscal year.

(3) Instead of making a refund that might otherwise be ^pp['^*^"°°

made under subsection 2, the Minister may, where the inability

corporation is liable or about to become liable to make any
payment under this Act, apply the amount that would other-

wise be refunded to that other liability and notify the

corporation of that action.

(4) Section 78 does not apply to deem a dividend to have o^5|7^"°°
been paid by a corporation to any of its shareholders, or to

deem any of the shareholders of a corporation to have received

a dividend on any shares of the capital stock of the corporation,

if at the time the dividend would, but for this subsection, be
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deemed by section 78 to have been so paid or received, as the

case may be, the corporation was a mutual fund corporation.

New.

110.

Non-Resident-Owned Investment Corporations

—(1) The income of a non-resident-owned investment

S*income*°" corporation for a fiscal year shall be computed as if its only

income was taxable capital gains and allowable capital losses

referred to in clause b of section 12 from dispositions of

taxable Canadian property or property that would be taxable

Canadian property if at no time in the fiscal year the corpora-

tion had been resident in Canada. R.S.O. 1970, c. 91, s. 45 (1),

amended.

Computation (2) The taxable income of a non-resident-owned investment
of taxable v'.

,~ , ... , ^ ^Income corporation for a fiscal year is its income determined under

subsection 1, minus its net capital losses for fiscal years

preceding and the fiscal year immediately following the fiscal

year, as provided for by section 99.

1971 un-
distributed
income and
capital
surplus on
hand

(3) For the purposes of this Act,

(a) in computing the 1971 undistributed income on
hand of a non-resident-owned investment corpora-

tion at any time, there shall be deducted the

amount, if any, by which,

(i) the corporation's 1971 undistributed income
on hand at that time otherwise determined.

exceeds

1970-71.
(Can.)

C.63

(6)

(ii) the corporation's surplus determined in pre-

scribed manner at the end of its 1971 fiscal

year, for fiscal years ending before 1972 for

which it was not taxable under section 70 of

the Income Tax Act (Canada) as it read in its

application to the 1971 fiscal year; and

in computing the 1971 capital surplus on hand
of a non-resident-owned investment corporation at any
time, there shall be added to the amount thereof

otherwise determined the amount of the excess

described in clause a.

Election re
capital
nuns
dividend

(4) Where at any particular time after 1971 a dividend has
become payable by a non-resident-owned investment corpora-
tion to shareholders of any class of shares of its capital stock,
if the corporation so elects in respect of the full amount of the
dividend, in prescribed manner and in prescribed form and at or
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before the particular time or the first day on which any part

of the dividend was paid if that day is earher than the

particular time, the following rules apply,

{a) the dividend shall be deemed to be a capital gains

dividend to the extent that the portion thereof in

excess of the corporation's 1971 undistributed income
on hand immediately before the particular time
does not exceed the corporation's capital gains

dividend account immediately before the particular

time; and

(b) any amount received by another non-resident-

owned investment corporation in a fiscal year as, on
account or in lieu of payment of, or in satisfaction

of the capital gains dividend shall not be included in

computing the corporation's income for the fiscal

year.

(5) In this section,
latf^'"®'

{a) "Canadian property" means property other than

foreign property within the meaning given to that

expression by section 206 of the Income Tax -^ c/
(cLnV'

^' ^^

(Canada)

;

[b) "capital gains dividend account" of a non-resident-

owned investment corporation at any particular time

means the amount, if any, by which the aggregate of

the following amounts in respect of the period

commencing January 1 , 1972 and ending immediately ^

after its last fiscal year ending before the particular

time, namely,

(i) the corporation's capital gains for fiscal years

ending in the period from dispositions in the

period of Canadian property or shares of

another non-resident-owned investment cor-

poration, and

(ii) amounts received by the corporation in the

period as, on account or in lieu of payment of,

or in satisfaction of capital gains dividends from

other non-resident-owned investment corpora-

tions,

exceeds the aggregate of

(iii) the corporation's capital losses for fiscal

years ending in the period from dispositions

in the period of Canadian property or shares

215

C



206

of another non-resident-owned investment

corporation,

(iv) 25 per cent of the amount, if any, by which

the aggregate of the corporation's capital

gains for fiscal years ending in the period from
dispositions in the period of taxable Canadian

prof)erty or property that would be taxable

Canadian property if at no time in the period

the corporation had been resident in Canada,

exceeds the aggregate of its capital losses for

those fiscal years from dispositions in the

period of such property, and

(v) all capital gains dividends that became pay-

able by the corporation before the particular

time;

(c) "non-resident-owned investment corporation" means
a corporation incorporated in Canada that, through-

out the whole of the period commencing on the later

of June 18, 1971 and the day on which it was
incorporated and ending on the last day of the fiscal

year in respect of which the expression is being applied,

complied with the following conditions,

(i) all of its issued shares and all of its bonds,

debentures and other funded indebtedness

were,

(A) beneficially owned by non-resident per-

sons, other than any foreign affiliate as

defined in paragraph b of subsection 1

iOT^7i.c.63 of section 95 of the Income Tax Act

(Canada),

(B) owned by trustees for the benefit of non-

resident persons or their unborn issue, or

(C) owned by a non-resident-owned invest-

ment corporation, all of the issued

shares of which and all of the bonds,

debentures and other funded indebted-

ness of which were beneficially owned by
non-resident persons or owned by trus-

tees for the benefit of non-resident per-

sons or their unborn issue, or by two or

more such corporations,

(ii) its income for each fiscal year ending in the
period was derived from,
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(A) ownership of or trading or dealing in

bonds, shares, debentures, mortgages,
hypothecs, bills, notes, or other similar

property or any interest therein,

(B) lending money with or without security,

(C) rents, hire of chattels, charterparty fees

or remunerations, annuities, royalties,

interest or dividends,

(D) estates or trusts, or

(E) disposition of capital property,

(iii) not more than 10 per cent of its gross

revenue for each fiscal year ending in the

period was derived from rents, hire of chattels,

charterparty fees or charterparty remunera-

tions,

(iv) its principal business in each fiscal year

ending in the period was not,

(A) the making of loans, or

(B) trading or dealing in bonds, shares,

debentures, mortgages, hypothecs, bills,

notes or other similar property or any
interest therein, »&

(v) it has, not later than 90 days after the com- »

mencement of its first fiscal year commencing
after 1971 elected in prescribed manner to be

taxed under section 133 of the Income Tax ^ct^^^^^-^ ^
(Canada), and

(vi) it has not, before the end of the last fiscal year

in the period, revoked in prescribed manner
the election so made by it, and it has paid

the taxes payable for such fiscal year under

section 133 of the Income Tax Act (Canada),

except that in no case shall a new corporation, within

the meaning given to that expression by section 81,

formed as a result of an amalgamation after June 18,

1971 of two or more predecessor corporations be

regarded as a non-resident-owned investment corpor-

ation unless each of the predecessor corporations was,

immediately before the amalgamation, a non-resident-

owned investment corp>oration ; and
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(d) "taxable dividend" does not include a capital gains

dividend. New.

Non-
r««ident-
owned
corporation
deemed
not to be
Canadian
or private
corporation

111. Notwithstanding any other provision of this Act, a

non-resident-owned investment corporation that would, but

for this section, be a Canadian corporation or private cor-

poration shall be deemed not to be a Canadian corporation

or private corporation, as the case may be, except for the

purposes of subsection 1 of section 77 and section 81 . New.

Patronage Dividends

!?JSmiuting 112.— (1) Notwithstanding anything in this Part, there
Income may be deducted, in computing the income of a corporation

for a fiscal year, the aggregate of the payments made, pur-

suant to allocations in proportion to patronage, by the cor-

poration,

(a) within the fiscal year or within 12 months there-

after to its customers of the fiscal year ; and

{b) within the fiscal year or within 12 months thereafter

to its customers of a previous fiscal year, the deduc-

tion of which from income of a previous fiscal year

was not permitted. R.S.O. 1970, c. 91, s. 49 (1).

Limitation
where non-
member
customers

Interpre-
tation

(2) Notwithstanding subsection 1, if the corporation has

not made allocations in proportion to patronage in respect of

all its customers of the fiscal year at the same rate, with

appropriate differences for different types or classes of goods,

products or services, or classes, grades or qualities thereof, the

amount that may be deducted under this section is an amount
equal to the lesser of,

(a) the aggregate of the payments mentioned in sub-

section 1 ; and

(6) the aggregate of

,

(i) the part of the income of the corporation for

the fiscal year attributable to business done
with members, and

(ii) the allocations in proportion to patronage
made to non-member customers of the fiscal

year. R.S.O. 1970, c. 91, s. 49 (2).

(3) For the purposes of this section,

(a) "allocation in proportion to patronage" for a fiscal

year means an amount credited by a corporation to a
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customer of that fiscal year on terms that the customer
is entitled to or will receive payment thereof, com-
puted at a rate in relation to the quantity, quality or

value of the goods or products acquired, marketed,

handled, dealt in or sold, or services rendered by the

corporation from, on behalf of or to the customer,

whether as principal or as agent of the customer or

otherwise, with appropriate differences in the rate

for different classes, grades or quahties thereof, if,

(i) the amount was credited,

(A) within the fiscal year or within 12

months thereafter, and

(B) at the same rate in relation to quantity,

quality or value aforesaid as the rate

at which amounts were similarly

credited to all other customers of that

fiscal year who were members or to all

other customers of that fiscal year, as the

case may be, with appropriate differ-

ences aforesaid for different classes,

grades or qualities, and

(ii) the prospect that amounts would be so

credited was held forth by the corporation

to its customers of that fiscal year who
were members or non-member customers of

that fiscal year, as the case may be

;

(6) "consumer goods or services" means goods or services

the cost of which was not deductible by the person in

computing the income from a business or property

;

(c) "customer" means a customer of a corporation and
includes a person who sells or delivers goods or

products to the corporation, or for whom the cor-

poration renders services

;

(d) "income of the corporation attributable to business

done with members" of any fiscal year means that

proportion of the income of the corporation for the

fiscal year, before making any deduction under this

section, that the value of the goods or products

acquired, marketed, handled, dealt in or sold or

services rendered by the corporation from, on behalf

of, or for members, is of the total value of goods or

products acquired, marketed, handled, dealt in or

sold or services rendered by the corporation from, on

behalf of, or for all customers during the fiscal year

;

c
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(e) "member" means a person who is entitled as a

member or shareholder to full voting rights in the

conduct of the affairs of the corporation or of another

corporation of which the corporation is a subsidiary

wholly-owned corporation

;

(/) "non-member customer" means a customer who is

not a member ; and

(g) "payment" includes,

(i) the issue of a certificate of indebtedness or

shares of the corporation or of another corpora-

tion of which the corporation is a subsidiary

wholly-owned corporation if the corporation

or that other corporation has in the fiscal year

or within 12 months thereafter disbursed an

amount of money equal to the aggregate face

value of all certificates or shares so issued

in the course of redeeming or purchasing certi-

ficates of indebtedness or shares of the corpora-

tion or that other corporation previously issued

,

(ii) the application by the corporation of an

amount to a member's liability to the corpora-

tion, including, without restricting the general-

ity of the foregoing, an amount applied in ful-

filment of an obligation of the member to make
a loan to the corporation and an amount applied

on account of payment for shares issued to a

member, pursuant to a by-law of the corpora-

tion, pursuant to statutory authority or at

the request of the member, or

(iii) the amount of a payment or transfer by the

corporation that, under subsection 2 of section

58, is required to be included in computing
the income of a member. R.S.O. 1970, c. 91,

s. 49 (4).

SSJSrot'or* (^) P^^ t^^ purpose of this section a corporation shall be
aiiocauons deemed to have held forth the prospect that amounts would

be credited to a customer of a fiscal year by way of allocation

in proportion to patronage, if,

(a) throughout the fiscal year the statute under which the

corporation was incorporated or registered, its charter,

articles of association or by-laws or its contract with
the customer held forth the prospect that amounts
would be so credited to customers who are members
or non-member customers, as the case may be; or
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(b) prior to the commencement of the fiscal year or prior

to such other day as may be prescribed for the class

of business in which the corporation is engaged, the

corporation has published an advertisement in pre-

scribed form in a newspaper or newspapers of general

circulation throughout the greater part of the area in

which the corporation carried on business holding
forth that prospect to customers who are members
or non-member customers, as the case may be, and
has filed copies of the newspapers with the Minister

before the end of the 30th day of the fiscal year or

within 30 days from the prescribed day, as the case

may be. R.S.O. 1970, c. 91, s. 49 (5).

(5) For greater certainty, the amount of any payment
"^"^^ent^to

pursuant to an allocation in proportion to patronage is the customer

amount thereof determined before deducting any amount re-

quired by subsection 3 of section 135 of the Income Tax /I c/ is'o-'ri. c. 63

(Canada) to be deducted or withheld from that payment. New.

(6) Where a payment pursuant to an allocation in proportion
^nston^T to

to patronage, other than an allocation in respect of consumer be included
'^

,

"
. , , • T , • 1 •" income

goods or services, has been received by a corporation, the

amount of the payment shall be included in computing the

recipient's income for the fiscal year in which the payment
was received and, without restricting the generahty of the

foregoing, where a certificate of indebtedness or a share was
issued to a corporation pursuant to an allocation in proportion

jj^

to patronage, the amount of the payment by virtue of the _,

issue thereof shall be included in computing the recipient's
,

income for the fiscal year in which the certificate or share was
received and not in computing its income for the fiscal year in

which the indebtedness was subsequently discharged or the

share was redeemed. R.S.O. 1970, c. 91, s. 49 (7).

Co-operative Corporations

1 13.—(1) Notwithstanding any other provision of this Act, co-operative

a co-operative corporation that would, but for this section, be deemed

a private corporation shall be deemed not to be a private private

corporation. New. corporation

(2) In this section, "co-operative corporation" means a cor-
^^p^°llf„^

poration that was incorporated by or under a law of Canada "co-operative

or a province providing for the establishment of the corporation

or respecting the establishment of co-operative corporations

for the purpose of marketing, including processing incident to

or connected therewith, natural products belonging to or

acquired from its members or customers, of purchasing
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supplies, equipment or household necessaries for or to be sold

to its members or customers or of performing services for its

members or customers, if,

(a) the statute by or under which it was incorporated,

its charter, articles of association or by-laws or its

contracts with its members or its members and
customers held forth the prospect that payments
would be made to them in proportion to patronage;

(6) none of its members, except other co-operative

corporations, have more than one vote in the conduct

of the affairs of the corporation ; and

(c) at least 90 per cent of its members are individuals

or other co-operative corporations and at least 90 per

cent of its shares, if any, are held by such persons,

R.S.O. 1970, c. 91, s. 48 (4).

Credit Unions

uacompvMng 114.—(1) In computing the income for a fiscal year of a
Income credit union or a savings and credit union, in this Act referred

to as a "credit union", that is a corporation.

(a) there may be deducted as a reserve in respect of

bonds, debentures, agreements of sale, mortgages or

hypothecs, in lieu of any deduction in respect thereof

under clause n of subsection 1 of section 24, such
amount as may be claimed by the credit union, not

exceeding a prescribed amount

;

(b) there may be deducted as a reserve in respect of

debts owing to the credit union, other than any debt

described in clause a, in lieu of any deduction in

respect thereof under clause n of subsection 1 of

section 24, such amount as may be claimed by the

credit union, not exceeding a prescribed amount;

(c) there shall be included any amount deducted under
clause a or 6 as a reserve in computing the credit

union's income for the immediately preceding fiscal

year; and

{d) no deduction may be made under section 35.

JurauIStU) (2) Notwithstanding anything in this Part, there may be

M^'SSfo'^to
<^*^ducted. in computing the income for a fiscal year of a

borrowing credit union that is a corporation, the aggregate of the pay-
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ments made, pursuant to allocations in proportion to borrowing,

by the credit union within the fiscal year or within 12 months
thereafter to members of the credit union, to the extent that

such payments were not deductible under this subsection in

computing the income of the credit union for the immediately

preceding fiscal year.

(3) For the purposes of this Act, any annual or other ^"^°°°^jj^*'*

periodic amount paid or payable by a credit union to a member of members
\ f . r 1 • 1 • , T • share deemed
thereof m respect of his share m the credit union, other than paid as

any such amount paid or payable as or on account of capital,

shall be deemed to have been paid or payable, as the case may
be, by the credit union as interest and, when received by
the member, to have been received by him as interest.

(4) Where a payment has been received by a corporation
J^^^^^l'''^

from a credit union in a fiscal year in respect of an allocation

in proportion to borrowing, the amount thereof shall, if the

money so borrowed was used by the corporation for the

purpose of earning income from a business or property, other-

wise than to acquire property the income from which would
be exempt or to acquire a life insurance policy, be included in

computing the corporation's income for the fiscal year.

(5) In this section, Stt^^

[a) "allocation in proportion to borrowing" for a fiscal

year means an amount credited by a credit union to

a person who was a member of the credit union in the ^'

fiscal year on terms that the member is entitled to or

will receive payment thereof, computed at a fate in
,

relation to,

(i) the amount of interest payable by the member
on money borrowed from the credit union, or

(11) the amount of money borrowed by the member
from the credit union

;

if the amount was credited within the fiscal year or

within 12 months thereafter and at the same rate in

relation to the amount of interest or money, as the

case may be, as the rate at which amounts were

similarly credited in the fiscal year to all other

members of the credit union,

(6) "credit union" means a corporation, association or

federation incorjxDrated or organized as a credit union

or co-operative credit society if,

(i) it derived its revenues primarily from,
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(A) loans made to, or cashing cheques for,

members,

(B) bonds of, or guaranteed by, the Govern-

ment of Canada or a province, or a

Canadian municipality, or bonds of a

municipal or public body performing

a function of government in Canada,

(C) bonds of a corporation, commission or

association not less than 90 per cent of

the shares or capital of which was owned
by the Government of Canada or a

province or by a municipahty in

Canada, or

(D) loans made to a co-operative credit

society of which it is a member, or

(ii) the members thereof were corporations or

associations,

(A) incorporated or organized as credit

unions, substantially all of which de-

rived their revenues primarily from

loans made to members or from bonds

of or guaranteed by, the Government of

Canada or of a province,

(B) incorporated, organized or registered

under, or governed by a law of Canada
or a province with respect to co-

operatives, or

(C) incorporated or organized for charitable

purposes,

or were corporations or associations no part

of the income of which was payable to, or

otherwise available for the personal benefit

of, any shareholder or member thereof;

(c) "member" of a credit union means a p)erson who is

entitled as a member or shareholder to full voting

rights in the conduct of the affairs of the credit

union.

deemwi"So't° (^) Notwithstanding any other provision of this Act , a credit

^iTonTtion*
""*o" ^hat would, but for this section, be a private corporation

shall be deemed not to be a private corporation. New.
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Insurance Corporations

115.—(1) For the purpose of this section, an "insurance
^^f^'"®"

.corporation" or "insurer" means any corporation with or

without share capital, to which section 138 of the Income Taxj^^^'^-^
Act (Canada) applies. R.S.O. 1970, c. 91, s. 41 (1).

(2) Notwithstanding any other provision of this Act and in of|^xabie°
order that insurance corporations or insurers may be dealt income

with under this Act as they will be dealt with under Part I of

the Income Tax Act (Canada), it is hereby declared that for

the purpose of section 8, the taxable incomes of such cor-

porations that transact business in Ontario shall, for the

purposes of this Act, be the same as the taxable incomes of such

corporations as determined for the purposes of Part I of the

Income Tax Act (Canada). R.S.O. 1970, c. 91, s. 41 (2).

lie. Where a life insurance corporation that is incorporated
pr°^nc^/ai°

°^

under the laws of a province has applied an amount in pavment f^fe

ft • • 1
insurance

for shares of the corporation purchased by it under the corporation

authority of a law of the province that provides for the con- corporation

version of the corporation into a mutual corporation by the

purchase of its shares in accordance with the provisions of

such law,

(a) section 19 does not apply to require the inclusion, in

computing the income of a shareholder of the cor-

poration of any part of that amount ; and

(b) no part of that amount shall be deemed, for the pur- !*

poses of subsection 2 of section 1 15, to have been paid

to shareholders or, for the purposes of section 78, to

have been received as a dividend. R.S.O. 1970, c. 91,

s. 42.

117. Notwithstanding any other provision of this Act, a [^*^® j.j^jjj.g

life insurance corporation that is resident in Canada shall be cor^ration

deemed to be a public corporation. New. to be public
' * corporation

Division G— deferred and

other special income arrangements

Employees Profit Sharing Plans

118.—(1) In this Act, "employees profit sharing plan" pjjgfa^h^/^"

means an arrangement under which payments computed by p'*"" ^«'*"«'*^

reference to the profits from the business of a corporation

or by reference to the profits from the business of a corporation

and the profits, if any, from the business of a person with

whom the corporation does not deal at arm's length are made
by the corporation to a trustee in trust for the benefit of

officers or employees of the corporation or of a person with

215
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whom the corporation does not deal at arm's length, whether

or not payments are also made to the trustee by the officers

or employees, and under which the trustee has, since the

commencement of the plan or the end of 1949, whichever is,

later, each year allocated either contingently or absolutely to

individual officers or employees,

(a) all amounts received by him from the corpxjration or

from a person with whom the corporation does not

deal at arm's length;

(6) all profits from the trust property computed without

regard to iany capital gain made by the trust or

capital loss sustained by it at any time since the

end of 1955;

(c) all capital gains and capital losses of the trust for

fiscal years ending after 1971; and

1970-71. c. 63
(Can.)

(d) all amounts in respect of which employees who have,

after 1971, ceased to be beneficiaries under the

arrangement are deemed by subsection 9 of section

144 of the Income Tax Act (Canada) to have made
a payment on account of tax under Part I of that Act,

in such manner that the aggregate of all such amounts, profits,

gains and losses, minus such portion thereof as has been paid

to beneficiaries under the trust, is allocated either contingently

or absolutely to officers or employees who are beneficiaries

thereunder.

Notax while
(2) No tax is payable under this Part on the taxable income

ly^a'pian
°^ ^ tTust for a fiscal year during which the trust was
governed by an employees profit sharing plan. R.S.O. 1970,

c. 91.5.51(2).

Employer's
contribution
to trust
deductible

(3) An amount paid by a corporation to a trustee under
an employees profit sharing plan during a fiscal year or

within 120 days thereafter may be deducted in computing the

corporation's income for the fiscal year to the extent that it

was not deductible in computing income for a previous fiscal

year. R.S.O. 1970, c. 91, s. 51 (3).

Payments
out of
profits

(4) Where the terms of an arrangement under which a
corporation makes payments to a trustee specifically provide
that the payments shall be made "out of profit", such arrange-
ment shall, if the corporation has so elected under subsection
10 of section 144 of the Income Tax Act (Canada), be deemed
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for the purpose of subsection 1, to be an arrangement for

payments "computed by reference to the profits from the

business of the corporation". R.S.O. 1970, c. 91, s. 51 (4).

(5) Where an employees profit sharing plan is accepted ^^||^^-

for registration by the Minister as a deferred profit sharing trust

plan, the fiscal year of the trust governed by the employees
profit sharing plan shall be deemed to have ended immediately
before the plan is deemed to have become registered as a deferred

profit sharing plan pursuant to subsection 5 of section 147

of the Income Tax Act (Canada). R.S.O. 1970, c. 91, s. 51 (5)
. fg^j^Y'

"" ^

Registered Supplementary Unemployment
Benefit Plans

119.—(1) In this Act. ^Z-
{a) "registered supplementary unemployment benefit

plan" means a supplementary unemployment benefit

plan accepted by the Minister for registration

for the purposes of this Act in respect of its con-

stitution and operations for the fiscal year under

consideration ; and

(6) "supplementary unemployment benefit plan" means
an arrangement, other than an arrangement in the

nature of superannuation or pension fund or plan

or an employees profit sharing plan, under which

payments are made by a corporation to a trustee

in trust exclusively for the payment of periodic

amounts to employees or former employees of the

corporation who are or may be laid off for any
temporary or indefinite period. R.S.O. 1970, c. 91,

s.52(l).

(2) The Minister shall be deemed to have accepted for Plan deemed

registration as a supplementary unemployment benefit plan

under this Act every supplementary unemployment benefit

plan that is accepted for registration by the Minister of National

Revenue for Canada as a supplementary unemployment
benefit plan under section 145 of the Income Tax Act (Canada).

R.S.O. 1970.C. 91,s. 52(2).

(3) No tax is payable under this Part by a trust upon the ^rusf*
*^'*

taxable income of the trust for a period during which the g^^^j'^^*'

trust was governed by a registered supplementary unemploy-
ment benefit plan. R.S.O. 1970, c. 91 , s. 52 (3).

Amoants
received

(4) There shall be included in computing the income for a ^ento?

fiscal year of a corporation that, as an employer, has made SSuiS*"""
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any payment to a trustee under a supplementary unemployment

benefit plan, any amount received by the corporation in the

fiscal year as a result of an amendment to or modification of

the plan or as a result of the termination or winding-up of

the plan. R.S.O. 1970, c. 91, s. 52 (5).

Payments
by employe
deducttble

(5) An amount paid by a corporation to a trustee under a

registered supplementary unemployment benefit plan during a

fiscal year or within 30 days thereafter may be deducted in com-

puting the corporation's income for the fiscal year to the extent

that it was not deductible in computing income for a previous

fiscal year. R.S.O. 1970. c. 91, s. 52 (4).

Deferred Profit Sharing Plans

Int«n>re-
tatlon

120.—(1) In this Act,

(a) "deferred profit sharing plan" means a profit sharing

plan accepted by the Minister for registration for the

purposes of this Act ; and

IM.,

(6) "profit sharing plan" means an arrangement under

which payments computed by reference to the profits

of a corporation from its business or by reference to the

profits of a corporation from its business and the

profits, if any, from the business of a person with

whom the corporation does not deal at arm's length

are or have been made by the corporation to a trustee

in trust for the benefit of employees of that corporation

or employees of any other person, whether or not

payments are or have been also made to the trustee

by the employees. R.S.O. 1970, c. 91, s. 53 (1).

Acceptance
of plan for
re^stratlon

1970-71. c. 63
(CJan.)

(2) The Minister shall be deemed to have accepted for

registration as a deferred profit sharing plan under this Act
every profit sharing plan that is deemed to be registered by the

Minister of National Revenue for Canada as a deferred profit

sharing plan under section 147 of the Income Tax Act (Canada),

and such plan shall be deemed to have been registered by the

Minister on the same date as it is deemed to be registered as a
deferred profit sharing plan under subsection 5 of section 147

of the Income Tax Act (Canada). R.S.O. 1970, c. 91, s. 53 (2).

Deferred
plan not
employees
profit
sharing plan of

(3) For a fiscal year during which a plan is a deferred

profit sharing plan, the plan shall be deemed, for the purposes
this Act, not to be an employees profit sharing plan.

R.S.O. 1970.C. 91,s. 53(4).
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(4) No tax is payable under this Part on the taxable in- nOj^j.^^^^

come of the trust for a fiscal year during which the trust governed

was governed by a deferred profit sharing plan. R.S.O. 1970
^^^'^

c. 91,8.53(5).

(5) There may be deducted in computing the income of a Amount of

r n ^ 1 r i
employers

corporation for a fiscal year the aggregate of each amount contribution

paid by the corporation in the fiscal year or within 120 days
after the end of the fiscal year, to a trustee under a deferred

profit sharing plan for the benefit of employees of the cor-

poration who are beneficiaries under the plan, not exceeding,

however, in respect of each individual employee in respect of

whom the amounts so paid by the corporation were paid by it,

an amount equal to the least of,

(a) the aggregate of each amount so paid by the cor-

poration in respect of that employee

;

(b) $2,500 minus the amount, if any, deductible under
clause s of subsection 1 of section 24 in respect of that

employee in computing the income of the corporation

for the fiscal year ; and

(c) 20 per cent of the salary or wages paid in the fiscal

year to the employee by the corporation,

to the extent that such amount was not deductible in computing
the income of the employer for a previous fiscal year. R.S.O.

1970, c. 91, s. 53(6), «wen^^^.

(6) Notwithstanding subsection 5, the amount that a cor- l^'^|j^J'^°°
^^

poration is entitled to deduct under subsection 5 in computing
its income for a fiscal year shall be neither more nor less than

the amount that it deducts and is allowed as a deduction in

computing its income for the same fiscal year under subsections

8 and 9 of section 147 of the Income Tax Act (Canada), igj^^''*^

R.S.O. 1970, c. 91, s. 53(7).

(7) Where funds or property of a trust governed by a 0/'^^^^**'^*°°

deferred profit sharing plan have been appropriated in any property by

manner whatsoever to or for the benefit of a corporation that is,
'""^ °^^'^

(a) an employer by whom payments are made in trust

to a trustee under the plan ; or

{b) a corporation with whom that employer does not

deal at arm's length,

otherwise than in payment of or on account of shares of the

capital stock of either that employer or the corporation, as
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the case may be, purchased by the trust, the amount or value

of the funds or property so appropriated shall be included in

computing the income of the employer or the corporation, as

the case may be, for the fiscal year in which the funds or property

were so appropriated, unless such funds or property or an

amount in lieu thereof equal to the amount or value of

such funds or property were repaid to the trust within one year

from the end of the fiscal year, and it is established by
subsequent events or otherwise that the repayment was not

made as part of a series of appropriations and repayments.

R.S.O. 1970, c. 91. s. 53(8).

Ravocation of
reirlBtratioD

1970-71. c. 63
(Can.)

(8) The Minister shall be deemed to have revoked the

registration of a profit sharing plan as a deferred profit sharing

plan as and when the Minister of National Revenue for Canada
revokes it under subsection 14 of section 147 of the Income

Tax Act (Canada). R.S.O. 1970, c. 91, s. 53 (3).

Rules
applicable
to revoked
plan

(9) Where the Minister is deemed to have revoked the

registration of a profit sharing plan as a deferred profit sharing

plan under subsection 8, the plan, hereinafter referred to as

the "revoked plan", shall be deemed, for the purposes of this

Act, not to be a deferred profit sharing plan, and, notwith-

standing any other provision of this Act, the following rules

shall apply,

(a) subsection 4 does not apply to exempt the trust

governed by the plan from tax under section 8 upon
the taxable income of the trust for a fiscal year in

which, at any time therein, the trust was governed by
the revoked plan

;

(6) no deduction shall be made by a corporation in com-
puting its income for a fiscal year in respect of an
amount paid by it under the plan at a time when it

was a revoked plan

;

(c) there shall be included in computing the income of a

corporation for a fiscal year the amount or value of

any funds or property appropriated to or for the

benefit of the corporation in the fiscal year that, by
virtue of subsection 7, would have been so included
if the revoked plan had been a deferred profit sharing

plan at the time of the appropriation of the funds or
property

;

{d) the revoked plan shall be deemed, for the purposes of

this Act, not to be an employees profit sharing plan.

R.S.O. 1970, c. 91. s. 53(9).

215



221

(10) Where the terms of an arrangement under which a^^y^ei^**

corporation makes payments to a trustee specifically provide profits

that the payments shall be made "out of profits", such ar-

rangement shall be deemed, for the purpose of clause b of

subsection 1 to be an arrangement for payments "computed by
reference to the profits of a corporation from its business".

R.S.O. 1970, c. 91, s. 53(10).

Life Insurance Policies

121. Where the provisions of subsection 2 of section 142A'"°"°^s.

of the Income Tax Act (Canada) or section 148 of that Act computing
. DOliCV"

apply to a corporation, it is hereby declared that the amount holder's

to be included in its income for a fiscal year for the purposes
°^°™®

of this section shall be the same as is required to be included for

the purposes of subsection 2 of section 142 of the Income Taxj^^^^'^-^

Act (Canada) or section 148 of that Act for the same fiscal

year.

Division H—exemptions

122.—(1) No tax is payable under this Part upon the tax- Exemptions:

able income of a corporation for a period when that corporation

was,

(a) a municipahty in Canada, or a municipal or public ^^Ig^^^^^^^^g

body performing a function of government in

Canada; R.S.O. 1970, c. 91, s. 5 (42) (a).

{b) a corporation, commission or association not less than ^"pro^niiai
90 per cent of the shares or capital of which was corporations

owned by Her Majesty in right of Canada or a province

or by a Canadian municipality, or a wholly-owned

corporation subsidiary to such a corporation, com-
mission or association but this clause does not apply,

(i) to such corporation, commission or association

if a person other than Her Majesty in right of

Canada or a province or a Canadian munici-

pality had, during the period, a right under a

contract, in equity or otherwise either immedi-

ately or in the future and either absolutely or

contingently, to, or to acquire, shares or

capital of that corporation, commission or

association, and

(ii) to such wholly-owned subsidiary corporation

if a person other than Her Majesty in right of

Canada or a province or a Canadian munici-

pality had, during the p)eriod, a right under a

contract, in equity or otherwise, either immedi-
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ately or in the future and either absolutely or

contingently, to, or to acquire, shares or

capital of that wholly-owned subsidiary cor-

poration or of the corporation, commission or

association of which it is a wholly-owned

subsidiary corporation ; R.S.O. 1970, c. 91,

s. 5 (42) {b).

Certain
oivanlzations (c) an agricultural organization, a board of trade or a

chamber of commerce, no part of the income of

which was payable to, or was otherwise available for

the personal benefit of, any proprietor, member or

shareholder thereof; R.S.O. 1970, c. 91, s. 5 (42) (c).

Charitable
organlzatlona

{d) a charitable organization all the resources of which

were devoted to charitable activities carried on by the

organization itself and no part of the income of which

was payable to, or was otherwise available for the

personal benefit of, any proprietor, member or share-

holder thereof; R.S.O. 1970. c. 91, s. 5 (42) {d).

Non-profit
corporation

^.

a corporation that was constituted exclusively for

charitable purposes, no part of whose income was
payable to, or was otherwise available for the personal

benefit of, any proprietor, member or shareholder

thereof, that has not, since June 1, 1950, acquired

control of any other corporation and that, during the

period,

did not carry on any business,

(ii) had no debts incurred since June 1 , 1950, other

than obligations arising in respect of salaries,

rents and other current operating expenses, and

(ill) except in the case of a corporation that was,

before 1940, constituted exclusively for chari-

table purposes, expended amounts each of

which is,

(A) an expenditure in respect of charitable

activities carried on by the corporation

itself,

(B) a gift to an organization in Canada the

income of which for the period is ex-

empt from tax under this Part by
virtue of clause d,
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(C) a gift to a corporation resident in

Canada the income of which for the
period is exempt from tax under this

Part by virtue of this clause, or

(D) a gift to Her Majesty in right of

Canada or a province or to a Canadian
municipahty,

and the aggregate of which is not less than 90
per cent of the corporation's income for the

period; R.S.O. 1970, c. 91, s. 5 (42) (e).

(J) a corporation that was constituted exclusively for the
^o„^n°

purpose of providing low-cost housing accommodation corporations

for the aged, no part of the income of which was
payable to, or was otherwise available for the

personal benefit of, any proprietor, member or share-

holder thereof; R.S.O. 1970, c. 91, s. 5 (42) {g).

(g) a corporation that was constituted exclusively for Non-profit
^

the purpose of carrying on or promoting scientific for scientific

research, no part of whose income was payable

to, or was otherwise available for the personal

benefit of, any proprietor, member or shareholder

thereof, that has not acquired control of any other

corporation and that, during the period,

(i) did not carry on any business, and

(ii) expended amounts in Canada each of which

is,

(A) an expenditure on scientific research

directly undertaken by or on behalf

of the corporation, or

(B) a payment to an association, university,

college or research institution, des-

cribed in subclause ii or iii of clause a

of subsection 1 of section 39 to be used

for scientific research,

and the aggregate of which is not less than 90

per cent of the corporation's income for the

period; R.S.O. 1970, c. 91. s. 5 (42) (/).

(A) a labour organization or society or a benevolent
J'^'J[JJ»^^,o„,

or fraternal benefit society or order; R.S.O. 1970,

c. 91, s. 5, (42) (A).
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Non-profit
orvftoliatloDa

(t) a club, society or association organized and operated

exclusively for social welfare, civic improvement,

pleasure or recreation or for any other purpose

except profit, no part of the income of which was

payable to, or was otherwise available for the

personal benefit of, any proprietor, member or share-

holder thereof; R.S.O. 1970. c. 91, s. 5 (42) (i).

Mutual
insurance
corporations

(;) a mutual insurance corporation that received its

premiums wholly from the insurance of churches,

schools or other charitable organizations; R.S.O.

1970,c.91,s.5(42)(;).

Housing
corporation

R.8.C. 1970,
c. N-10

{k) a limited dividend housing corporation within the

meaning of that expression as defined by the

National Housing Act (Canada); R.S.O. 1970, c. 91,

s.5(42)(/).

Pension
corporation

(/) a corporation established or incorporated solely in

connection with, or for the administration of, a

registered pension fund or plan; R.S.O. 1970, c. 91,

s. 5 (42) (/>).

Farmers' and
fishermen's
Insurers

(m) an insurer, who was engaged during the period

in no business other than insurance, if, in the opinion

of the Minister on the advice of the Superintendent

of Insurance, 50 per cent of its gross premium
income for the period was in respect of the insurance

of farm property, property used in fishing or residences

of farmers or fishermen. R.S.O. 1970, c. 91 , s. 5 (42) (s).

J^come^not (2) For the purposes of clauses c to g inclusive of subsection

uxawe 1 and clause i of subsection 1, in computing the part, if any, of

gafns any income that was payable to or otherwise available for

the personal benefit of any corporation or the aggregate of any
amounts that is not less than a percentage specified in any of

those clauses of any income for a period, the amount of such
income shall be deemed to be the amount thereof otherwise

determined less the amount of any taxable capital gains

included therein. New.

applicable (^) Subsection 1 does not apply in respect of the taxable

income of a benevolent or fraternal benefit society or order

from carrying on a life insurance business. R.S.O. 1970,

c. 91, s. 5(43).

Idem
(4) For the purposes of subsection 3, the taxable income

of a benevolent or fraternal benefit society or order from
carrying on a life insurance business shall be computed on the
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assumption that it had no income or loss from any other
sources. R.S.O. 1970. c. 91 s. 5 (44).

(5) Where it is necessary for the purpose of this section ^pp°'"^^°-

to ascertain the taxable income of a corporation for a period

that is a part of a fiscal year, the taxable income for the

period shall be deemed to be the proportion of the taxable income
for the fiscal year that the number of days in the period is of

the number of days in the fiscal year. R.S.O. 1970, c. 91,

s. 5 (45).

(6) For the purpose of clause e of subsection 1

,

^^to^^hl^e^^
acquired

/ \ ^ • • 1111 1
control of

(a) a corporation is controlled by another corporation another

if more than 50 per cent of its issued share capital,
°°'''^'"*

having full voting rights under all circumstances,

belongs to,

(i) the other corporation, or

(ii) the other corporation and persons with whom
the other corporation does not deal at arm's

length,

but the corporation shall be deemed not to have
acquired control of another corporation if it has not

purchased, or otherwise acquired for a consideration,

any of the shares in the capital stock of that other

corporation

;

(6) there shall be included in computing a corporation's c»ft»

income all gifts received by the corporation other than,

(i) a gift received subject to a trust or direction

that the property given, or property substi-

tuted therefor, is to be held permanently by the

corporation for the purpose of gaining or

producing income therefrom, or

(ii) a gift or a portion of a gift in respect of which

it is estabhshed that the donor has not been

allowed a deduction under clause a of sub-

section 1 of section 98 or a gift made by a

person who was not taxable under section 2

of the Income Tax Act (Canada) for the fiscal i970-7i.11, f 1 1^ ,' ^A tr\-,i\ c. 63 (Can.)
year in which the gift was made. K.S.O. 1970,

c. 91. s. 5 (46).

(7) For the purpose of clause g of subsection 1,
^***'"

(a) a corporation is controlled by another corporation if

more than 50 per cent of its issued share capital,
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Rules

having full voting rights under all circumstances,

belongs to,

(i) the other corporation, or

(ii) the other corporation and persons with whom
the other corp)oration does not deal at arm's

length,

but a corporation shall be deemed not to have

acquired control of a corporation if it has not pur-

chased, or otherwise acquired for a consideration, any
of the shares in the capital stock of that corporation

;

and

{b) there shall be included in computing a corporation's

income all gifts received by the corporation and all

amounts contributed to the corporation to be used

for scientific research. R.S.O. 1970, c. 91. s. 5 (47).

(8) In computing the income of a corporation for the purpose

of determining whether it is described by clause e or ^ of

subsection 1 for a fiscal year,

(a) there may be deducted an amount not exceeding its

income for the year preceding the fiscal year com-
puted without including or deducting any amount
under this subsection ; and

(b) there shall be included any amount that has been

deducted under this subsection for the immediately

preceding fiscal year. R.S.O. 1970, c. 91. s. 5 (48).

Election by
charitable
corporation

(9) For the purpose of determining whether a corporation

has complied with the requirements of subclause iii of clause

e of subsection 1 or subclause ii of clause g of subsection 1 for

its first fiscal year after its incorporation, the whole or any part

of amounts expended by it in the immediately subsequent
fiscal year shall, if it so elects, be deemed to have been
expended by it in the first fiscal year and not in the sub-

sequent fiscal year. R.S.O. 1970, c. 91, s. 5 (49).

PART III

Uability
for capital
tax

Division A

—

liability for capital tax

123. Except as otherwise provided in this Part, every
corporation that is liable to the taxes imposed under this

Act shall pay a capital tax as hereinafter required,
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{a) in the case of a corporation to which subsection 1 of

section 2 apphes, upon its taxable paid-up capital

determined in accordance with Division B of this Part

;

and

(b) in the case of a corporation to which clause a or &

of subsection 2 or 3 of section 2 applies, upon its

taxable paid-up capital employed in Canada deter-

mined in accordance with Division C of this Part.

R.S.O. 1970, c. 91, s. 4 (1), amended.

124. Except as provided in section 125, the taxable paid-up Taxable

capital of a corporation shall be measured as at the close of the capital

fiscal year for which the tax imposed by section 123 is levied

and is its taxable paid-up capital determined under Division

B of this Part. R.S.O. 1970, c. 91. s. 69.

125. Notwithstanding section 124, the taxable paid-up ^^®™

capital of a corporation that is liable to the taxes imposed
under this Act by virtue of clause a or 6 of subsection 2 or 3 of

section 2, referred to in this Part as "taxable paid-up capital

employed in Canada", shall be measured as at the close of the

fiscal year for which the tax imposed by section 123 is levied

and is its taxable paid-up capital employed in Canada deter-

mined under Division C of this Part. R.S.O. 1970. c.91,s.6(17).

Division B—computation
of taxable paid-up capital

126. The paid-up capital of a corporation for a fiscal yearWorid

is its paid-up capital as it stood at the close of the fiscal year capital

and includes,

(a) the paid-up capital stock of the corporation

;

(6) its earned, capital and any other surplus

;

(c) all its reserves, whether created from income or

otherwise, except any reserve the creation of which

is allowed as a charge against income under the pro-

visions of Part II. except clause p of subsection 1 of

section 24 thereof;

{d) all sums or credits advanced or loaned to the corpora-

tion by its shareholders directly or indirectly or by any
other corporation, excluding such sums or credits of

a non-capital nature advanced or loaned to the

corporation by a bank ; and

{e) all its indebtedness, whether assumed or undertaken

by it, represented by bonds, bond mortgages, de-
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bentures, income bonds, income debentures, mort-

gages, lien notes and any other securities to which the

property of the corporation or any of it is subject.

R.S.O. 1970, c. 91, s. 70, amended.

DwiuoUonB^ 127.— (1) For the purpose of computing the taxable paid-up
capital capital of a corporation for a fiscal year, there may be deducted

from its paid-up capital as at the close of the fiscal year

such of the following amounts as are applicable,

Goodwill
(a) the amount of the goodwill or other intangible thing

included as an asset to the extent that such goodwill

or other intangible thing in the opinion of the Minister

has no value, but this deduction applies to no more than
50 per cent of the book value of such goodwill or other

intangible thing;

Discount on
shares

R.8.0. 1970,
0.89

(6) the amount of the discount allowed on the sale of the

shares of a corporation to which Part IV of The
Corporations A ct applies

;

Investments
(c) the amount that equals that proportion of the paid-up

capital remaining after the deduction of the amounts
provided by clauses a and b which the cost of the

investments made by the corporation in the shares

and bonds of other corporations, in loans and ad-

vances to other corporations and in the bonds,

debentures and other securities of any government,
municipal or school corporation bears to the total

assets of the corporation remaining after the deduc-
tions of the amounts provided by clauses a and b, but

cash on deposit with any corporation doing the business
of a savings bank and amounts due by a corporation

with its head office outside Canada to a subsidiary

controlled corporation or a subsidiary wholly-owned
corporation taxable under this Part shall be deemed
not to be loans and advances to other corporations

;

Capital
held In
mining

R.S.0. 1970.
c. 275

{d) in the case of a corporation engaged in mining, the
amount that equals that proportion of the paid-up
capital remaining after the deduction of the amounts
provided by clauses a, b and c which the total of,

(i) the amount held or used in the survey for

exploration and development of minerals,

(ii) the amount invested in the mine as defined by
The Mining Tax Act,
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(iii) the amount invested in the plant and works
necessary to and forming part of such mine,

and

(iv) the amount invested in the plant and works
necessary for the refinement of the ore taken
from the mine,

bears to the total assets remaining after the deduc-
tion of the amounts provided by clauses a, b and c.

R.S.O. 1970,c. 91,s. 71 (1).

(2) For the purpose of this Part, "any other surplus", J^^e^re-

"total assets" and "cost of investments" includes any amount,

(a) by which any asset of a corporation is carried in its

books of account or on its balance sheet in excess of

the cost thereof

;

(b) by which the value of an asset of a corporation has been
written down and deducted from its income or un-

divided profits where such amount is not deductible

under Part II;

(c) the original cost of any asset to which subclause ii,

iii or iv of clause d of subsection 1 applies,

and excludes any amount,

(d) by which the value of an asset of a corporation has

been written down and deducted from its income or

undivided profits where such amount is deductible

under the provisions of Part II except clause p of

subsection 1 of section 24 thereof. R.S.O. 1970,

c. 91, s. 71 (2), amended.

(3) In computing taxable paid-up capital or taxable paid-up t^nsacuon
capital employed in Canada, as the case may be, no reduction

may be made with respect to any transaction that, if per-

mitted, would unduly or artificially reduce the taxable paid-

up capital or taxable paid-up capital employed in Canada, as

the case may be. New.

Division C—computation of taxable paid-up

CAPITAL employed IN CANADA OF NON-RESIDENT

128. Notwithstanding section 126, the paid-up capitalJJJf^^
employed in Canada of a corporation that is liable to the«mg|^oy«i^

taxes imposed under this Act by virtue of clause a or b ofofnon-

subsection 2 or 3 of section 2, shall be deemed to be either,
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(a) the amount of which its taxable income earned in

Canada determined for the purposes of this Act

would be 8 per cent ; or

(6) the amount by which,

(i) the amount of the total assets of the corporation

in Canada exceeds,

(ii) the amount of the indebtedness of the corpora-

tion relating to its permanent establishments

in Canada but excluding therefrom all amounts

that are advanced or loaned to its permanent

establishments in Canada by the corporation

itself or by any other corporation or its share-

holders directly or indirectly excluding such

amounts of a non-capital nature advanced or

loaned to the corporation by a bank, and all

otherindebtedness that is representedbybonds

,

bond mortgages, debentures, income bonds,

income debentures, mortgages, lien notes and
any other securities to which the property in

Canada or any of it is subject,

whichever is greater and in such case, this section shall apply

as though,

(c) the corporation had no permanent establishment

outside Canada;

(d) the paid-up capital employed in Canada as so deter-

mined were the total paid-up capital of the corpora-

tion; and

(e) the taxable paid-up capital employed in Canada were

allocated among the provinces and territories of

Canada as prescribed by the regulations. R.S.O.

1970, c. 91, s. 6 (17), amended.

Taxable
paid-uc
capital

ploy
Canada

paid-up
capital
employed
in Ca

Idem

129. The taxable paid-up capital employed in Canada of a

corporation to which this Division applies is its paid-up

capital employed in Canada determined under section 128

minus the aggregate of such of the deductions permitted under
section 127 as may reasonably be considered wholly applicable

on the assumption that the only assets of the corporation

were assets pertaining exclusively to its permanent establish-

ments in Canada. R.S.O. 1970, c. 91, s. 6 (17), amended.

130. In computing the paid-up capital employed in Canada
of a corporation for the purpose of this Part there shall not be
included the amount of the paid-up capital invested in a ship
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or aircraft operated by such corporation in Canada if such
corporation is entitled, in computing its income for a fiscal year,

to exclude the income for a fiscal year earned in Canada from
the operation of such ship or aircraft under clause c of

subsection 1 of section 75. R.S.O. 1970, c. 91, s. 71 (3).

Division D—computation
of capital tax payable

131. The tax payable by a corporation under this Part upon ^n|r2i
its taxable paid-up capital or taxable paid-up capital employed capital tax

in Canada, as the case may be, in this section referred to as

the "amount taxable", is one-tenth of 1 per cent of the
amount taxable. R.S.O. 1970, c. 91, s. 6 (1).

132. There may be deducted from the tax otherwise payable ^-om u^x"
under this Part by a corporation for a fiscal year an amount °° paid-up

equal to one-tenth of 1 per cent of that portion of the taxable

paid-up capital or taxable paid-up capital employed in

Canada, as the case may be, which is deemed to be used by the

corporation in the fiscal year in each jurisdiction outside

Ontario determined under rules prescribed by the regulations.

R.S.O. 1970,c. 91,s. 6(4).

133. Notwithstanding section 132 , and except as provided in Minimum

subsection 1 of section 135, the tax payable under this Part

shall in no case be less than $50. R.S.O. 1970, c. 91, s. 6 (2).

134. The tax imposed by this Part is not payable by any Exemptions

corporation that is liable to a tax under section 138, 139,

140, 141, 142 or 143 or by any corporation that is liable

to the taxes imposed under this Act by virtue only of clause

c of subsection 2 or 3 of section 2. R.S.O. 1970, c. 91, s. 6 (3).

135.—(1) Except as provided in subsection 1 of section 30 1^'^'"

every corporation referred to in clauses b, c, d, e, f, g, h, i,

k, I and m of subsection 1 of section 122 shall, in lieu of the

taxes payable under section 131 or 133 pay a tax of $5.

R.S.O. 1970, c. 91, s. 6 (18). amended.

(2) Every corporation referred to in clause ; of subsection 1
^^^"^

of section 122 and every corporation referred to in section 114

shall, in lieu of the tax payable under section 131 or 133,

pay a tax of $50. R.S.O. 1970, c. 91, s. b (19), amended.

136. Where a corporation has a fiscal year of less than 365 ^Pg?'"J}*"*'

days, the tax otherwise payable by it under this Part shall be°*P'**' ^*

in the proportion thereof that the number of days of such

fiscal year bears to 365, except that this section does not

apply.
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Idem

{a) to any corporation to which section 133 or 135

applies ; or

(6) to any corporation the fiscal year of which does not

end on the same date each year, but that has been

accepted for purposes of assessment under this Act.

R.S.O. 1970. c. 91, s. 7.

137. Where the exemption under section 122 applies to a

part of a fiscal year only, the provisions of subsections 1 and 2

of section 135 do not apply, and in any such case the tax

otherwise payable under this Part shall be in the proportion

thereof that the number of days of the fiscal year for which
the exemption under subsection 1 of section 122 does not

apply, bears to 365, except that the tax payable under this

Part as reduced by this section shall in no case be less

than $50. New.

PART IV

Banka,
Uuces on
pald-ap
oapital

Reduction
In certain
caeea

Railways,
milea^ tax

LIABILITY FOR SPECIAL TAXES

138.—(1) Every bank shall for every fiscal year thereof

pay.

(a) a tax of one-fifth of 1 per cent of the paid-up

capital stock thereof and one-tenth of 1 per cent

on the reserve fund and undivided profits thereof

;

(b) an additional tax of $3,000 for the principal office

in Ontario and $200 for each additional office,

branch or agency in Ontario, but in the case of such

additional offices, branches and agencies that were
open during the fiscal year fewer than 250 days, one
tax of $200 shall apply for each 250 days or fraction

thereof that such offices, branches and agencies were
open. R.S.O. 1970, c. 91, s. 8 (1).

(2) Where the head office of a bank is outside Ontario and
where it has not more than five offices, branches and agencies

in Ontario, the Minister, having regard to the amount of

business transacted in Ontario, may reduce the amount of tax
imposed by clause a of subsection 1 , but such tax shall in no
case be less than one-tenth of 1 per cent calculated on one-
half of the paid-up capital stock. R.S.O. 1970, c. 91, s. 8 (2).

1 39.— ( 1 ) Every corporation that operates or uses a railway
shall for every fiscal year thereof pay a tax of $60 per mile
for one track, and, where the line consists of two or more
tracks, of $40 per mile for each additional track, operated
or used in any municipality in Ontario, and of $40 per mile
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for one track, and, where the hne consists of two or more
tracks, of $20 per mile for each additional track, in territory

without municipal organization in Ontario, but a corporation

that operates or uses a railway that, either by itself or in

conjunction with any other railway leased by it or to which it

is leased or with which it is amalgamated or together with
which it forms one system, does not exceed 150 miles in length

from terminal to terminal, whether or not one or both of

such terminals are outside Ontario, shall, in lieu of such
tax, pay a tax of $15 per mile for one track in Ontario, and
where the line consists of two or more tracks, of $5 per mile

for each additional track in Ontario, and, where the railway

or system does not exceed thirty miles in length between
such terminals, a tax of $10 per mile for one track in Ontario

and, where the line consists of two or more tracks, of $5 per

mile for each additional track in Ontario. R.S.O. 1970, c. 91,

s. 9 (1).

(2) In addition to the tax imposed by subsection 1, every Additional

corporation that operates or uses a railway that, either by
itself or in conjunction with any other railway leased by it

or to which it is leased or with which it is amalgamated or

together with which it forms one system, exceeds 150 miles in

length from terminal to terminal, whether or not one or both

of such terminals are outside Ontario, shall for every fiscal

year of the corporation pay a tax of $25 per mile for one

track in Ontario, and, where the hne consists of two or more
tracks, of $20 per mile for each additional track in Ontario.

R.S.O. 1970, c^91.s. 9 (2).

(3) Switches, spurs and sidings shall not be included in the 1^'*^^^^^^-^
j^^

measurement of track for the purposes of this section. R.S.O. included

1970. c. 91, s. 9 (3).

140. Every corporation that owns, operates or uses a line
JJ^j^^jf^

or a part of a line of telegraph in Ontario for gain, including special tax

every corporation that owns, operates or uses a railway, shall

for every fiscal year of the corporation pay a tax of 1 p)er

cent upon the total amount of money invested by the corporation

in such line or part thereof and the plant and works connected

therewith; provided that a corporation that owns and a

corporation that operates and uses any such line or part

thereof are liable jointly and severally for the payment of

such tax, but the total amount payable in respect of such line

or part thereof and the works and plant connected therewith

shall not exceed the total amount of tax imposed under this

section, notwithstanding that the line or part thereof is owned,

operated or used by more than one corporation. R.S.O.

1970, c. 91. s. 10.
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zpreM
oompanlaB.
tpeol&l tax

Car
companies,
special tax

Insurance
companies

Idem

R.S.O. 1970.

C.224

141. Every corporation that carries on the business of an

express company over a railway in Ontario, including a cor-

poration that owns, operates or uses a railway, shall for every

fiscal year of the corporation pay a tax of $800 for each 100

miles or fraction thereof up to but not exceeding a tax of

$10,000. R.S.O. 1970, c. 91. s. 11.

142. Every corporation, except a corporation that owns,

operates or uses a railway, that transacts in Ontario the

business of operating, leasing or hiring sleeping or parlour

or dining cars run upon or used upon any railway in Ontario,

shall, for every fiscal year of the corporation, pay a tax of

1 per cent calculated upon the money invested in such cars in

use in Ontario. R.S.O. 1970, c. 91, s. 12.

143.—(1) Every insurance corporation shall pay a tax of 2

per cent calculated on the gross premiums that become payable

to the corporation or its agent or agents during the fiscal

year in respect of business transacted in Ontario, other than

premiums in respect of re-insurance ceded to the corporation

by other insurance corporations and considerations for

annuities, after deducting from such premiums,

(a) cash value of dividends credited to policyholders

;

(6) premiums returned. R.S.O. 1970, c. 91, s. 13 (1).

(2) In addition to the tax payable under subsection 1, every

corporation transacting business as an insurer for property

insurance within the meaning of The Insurance Act and the

regulations made thereunder shall pay a tax of one-half

of 1 per cent calculated on the gross premiums that become
payable to the corporation or its agent or agents during the

fiscal year in respect of such business transacted in Ontario
other than premiums in respect of re-insurance ceded to the

corporation by other insurers after deducting from such
premiums,

(«) cash value of dividends credited to policyholders;

(6) premiums returned. New.

inlStp^tof i"^) In determining the amount of taxes payable under sub-
boslness
transacted
in Ontario
SSrted sections land 2.

(a) every life insurance premium that becomes payable
at the time the person insured is a resident of

Ontario ; and

(6) every other premium that by the terms of the

policy or renewal thereof becomes payable in respect
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of insurance of a person resident or property situate

in Ontario at the time such premium becomes
payable whether or not,

(i) such premium is earned wholly or partly in

Ontario,

(ii) the business in respect of the policy is

transacted wholly or partly in Ontario, or

(iii) the payment of such premium is made wholly

or partly in Ontario,

shall be deemed to be a premium payable in respect of

business transacted in Ontario. R.S.O. 1970, c. 91, s. 13 (2).

(4) The tax imposed by subsection 1 is not payable in Exemptions

respect of premiums payable under a contract of marine
insurance or by,

(a) mutual insurance corporations insuring agricultural

and other non-hazardous risks on the premium note

plan, the sole business of which is carried on in

Ontario;

(b) fraternal societies and mutual benefit societies as

defined in The Insurance A ct ; or ^124 '

^®'°'

{c) pension fund and employees' mutual benefit societies

incorporated under or subject to The Corporations ^^^^^^'

Act. R.S.O. 1970, c. 91, s. 13(3).

(5) In this section, "marine insurance" means insurance fj*jj.^^j,g

against marine losses, that is to say, the losses incident to

marine adventure, and may by the express terms of a contract

or by usage of trade extend so as to protect the insured against

losses on inland waters or by land or air which are incidental

to any sea voyage. R.S.O. 1970, c. 91 , s. 13 (4).

(6) Where it is established to the satisfaction of the SminaUon
Lieutenant Governor in Council that any jurisdiction dis-

criminates unfairly by imposing taxes, fees and other monetary
obligations on any insurance corporation or any particular

class of insurance corporations organized under the laws of

Canada or of Ontario and having their principal offices in

Ontario that in the aggregate are in excess of comparable

taxes, fees and monetary obligations imp>osed on any similar

corporation or class of corporations organized under the laws

of such jurisdiction, the Lieutenant Governor in Council

may direct that any corporation or any class of corporations
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organized under the laws of such jurisdiction and that

transacts business in Ontario shall pay, in addition to the

tax otherwise imposed by this section, a tax not exceeding the

equivalent of such excess, and such additional tax is recoverable

in the same manner as any other tax imposed by this Act.

R.S.O. 1970. c. 91, s. 13(5).

Pl80«l year
(7) For the purposes of this Act, the fiscal year of every

insurance corporation shall be deemed to end on the 31st day

of December. R.S.O. 1970, c. 91, s. 13 (6).

Idem 144. Where a corporation has a fiscal year of less than 365

days the tax otherwise payable by it under this Part shall be in

the proportion thereof that the number of days of such fiscal

year bears to 365, except that this section does not apply to any
corporation to which the provisions of section 143 applies.

R.S.O. 1970, c. 91, s. 7.

PART V

RETURNS, PAYMENTS, ASSESSMENTS AND APPEALS

Division A

—

returns

Annual
return

145.—(1) Every corporation on which a tax is imposed by
this Act shall, on or before the last day of the month that ends
six months following the close of its fiscal year, without

notice or demand, and every corporation on which a tax is or

is not imposed by this Act shall, upon receipt of a notice or

demand in writing from the Minister or from any officer of

the Ministry of Revenue authorized by the Minister to make
such demand, deliver to the Minister such return as is required

for the purpose of carrying out the provisions of this Act.

R.S.O. 1970, c. 91. s. 73(1).

o?returM° (^) ^^^ retum shall contain an estimate of the respective

taxes payable and shall be verified by a certificate certifying

that the financial statements included in the return or attached
thereto are in agreement with the books of the corporation,

and such certificate shall be signed by the president or some
other officer having personal knowledge of the affairs of the

corporation and, in the case of an extra-provincial corporation.

by the manager or chief agent of the corporation in Ontario
or by such other person or persons connected with the cor-

poration as the Minister requires. R.S.O. 1970. c. 91, s. 73 (2).

Penalty
for default 146.— (1) Every corporation that fails to deliver a return

as and when required by subsection 1 of section 145 shall

pay a penalty of.
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(a) an amount equal to 5 per cent of the tax that was
unpaid when the return was required to be dehvered,

if the tax payable by the corporation for the fiscal

year that was unpaid at that time was less than

$10,000; and

{b) $500, if at the time the return was required to be

delivered tax payable by the corporation equal to

$10,000 or more was unpaid.

(2) Every corporation that fails to complete the information compfete°
required on the return to be delivered under subsection 1 of return

section 145 is liable to a penalty of 1 per cent of the taxes

payable by it under this Act, but such penalty shall not in

any case be less than $20 or more than $100. R.S.O. 1970,

c. 91, s. 74 (2).

(3) Every person who has, ?j.»i8e

statements

{a) made, or participated in, assented to or acquiesced in

the making of, false or deceptive statements in a

return, certificate, statement or answer delivered or

made as required by or under this Act or the regu-

lations ;

(6) to evade payment of a tax imposed by this Act,

destroyed, altered, mutilated, secreted or otherwise

disposed of the records or books of account of a

corporation

;

(c) made, or assented to or acquiesced in the making of,

false or deceptive entries, or omitted, or assented to

or acquiesced in the omission, to enter a material

particular, in records or books of account of a

corporation

;

{d) wilfully in any manner evaded or attempted to evade

compliance with this Act or payment of taxes

imposed by this Act ; or

{e) conspired with any person to commit an offence

described by clauses a to d,

is guilty of an offence and, in addition to any penalty other-

wise provided by this Act, is liable on summary conviction to

a fine of not less than $25 and not more than $10,000 plus,

in an appropriate case, an amount of not more than double

the amount of the tax that should have been shown to be

payable or that was sought to be evaded, or to imprisonment

for a term of not more than two years, or to both fine and

imprisonment . R.S.O. 1970, c. 91 , s. 74 (3).
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statements
or omlsalons
In return

(4) Where a person, acting or purporting to act on behalf of

a corporation, knowingly or under circumstances amounting to

gross negligence in the carr3dng out of any duty or obligation

imposed by or under this Act has made, or has participated in,

assented to or acquiesced in the making of, a statement or

omission in a return, certificate, statement or answer filed or

made as required by or under this Act or the regulations, as a

result of which the tax that would have been payable by
the corporation for a fiscal year, if the tax had been assessed

on the basis of the information provided in the return,

certificate, statement or answer, is less than the tax payable
by the corporation for the fiscal year, the corporation is liable

to a penalty of 25 per cent of the amount by which the tax

that would so have been payable is less than the tax payable

by the corporation for the fiscal year. R.S.O. 1970, c. 91,

s. 74 (4).

Extended
time for
making
returns

147. The Minister may enlarge the time for making any
return before or after the time for making it. R.S.O. 1970,

c.91,s. 75.

Taxes,
when to
aoorae

Dates of
payment

Division B— payments

148.—(1) The taxes imposed by this Act shall be deemed to

accrue proportionately as the days of each fiscal year for

which such taxes are imposed pass. R.S.O. 1970, c. 91, s. 76(1).

(2) Every corporation on which a tax is imposed by this

Act shall pay to the Treasurer of Ontario,

(a) on or before the fifteenth day of each of the fifth,

eighth and eleventh months of the fiscal year in

respect of which the tax is payable and on or before

the fifteenth day of the second month of the fiscal

year following that in respect of which the tax is

payable, an instalment equal to one-quarter of the

tax payable as estimated by it at the rates for the

fiscal year on,

(i) its estimated taxable income and other subject

of tax for the fiscal year, or

(ii) its taxable income and other subject of tax
for the immediately preceding fiscal year ; and

{b) on or before the last day on which a return is re-

quired to be delivered under subsection 1 of section

145, the balance, if any, of the tax payable as esti-

mated by it on the return for the fiscal year. R.S.O.
1970. c. 91, s. 76(2).
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(3) Notwithstanding subsection 2, every corporation on Dates of

which a tax is imposed by this Act, the fiscal year of which
^^'"^^

commenced after the 15th day of March, 1969, shall pay to

the Treasurer of Ontario,

(a) on or before the fifteenth day of each of the third,

fifth, seventh, ninth and eleventh months of the

fiscal year in respect of which the tax is payable
and on or before the fifteenth day of the first month
of the fiscal year following that in respect of which the

tax is payable, an instalment equal to one-sixth of the

tax payable as estimated by it at the rates for the

fiscal year on,

(i) its estimated taxable income and other sub-

ject of tax for the fiscal year, or

(ii) its taxable income and other subject of tax

for the immediately preceding fiscal year ; and

(6) on or before the last day on which a return is

required to be delivered under subsection 1 of

section 145, the balance, if any, of the tax payable

as estimated by it on the return for the fiscal year.

R.S.O. 1970, c. 91, s. 76(3).

(4) Notwithstanding subsections 2 and 3 and subject to^J;^*^
subsection 5 of section 149, where for the purposes of this

section any corporation estimates the amount of tax payable

for a fiscal year to be less than $300, the corporation may,
instead of paying the instalments required by subsection 2 or

3, pay such tax on or before the fifteenth day of the first

month of the fiscal year following that in respect of which
the tax is payable. R.S.O. 1970, c. 91 , s. 76 (4).

140.— (
1 ) Where the amount paid on account of tax payable on'un^^d

by a corporation for a fiscal year before the expiration of the ^^

time allowed for delivering of the return of the corporation under

section 145 is less than the amount of tax payable for the

fiscal year, the corporation liable to pay the tax shall pay
interest on the difference between those two amounts from the

expiration of the time for delivering the return to the date of

payment at such rate as is prescribed by the regulations.

R.S.O. 1970. c. 91. s. 77 (1).

(2) Where a corporation is required by subsection 2, 3 or '<*<""

4 of section 148 to pay all or a part or instalment of tax

and it has failed to pay all or any part thereof as required,

the corporation, in addition to the interest payable under

subsection 1, shall pay interest, at such rate as is prescribed
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Idem

by the regulations, on the amount it failed to pay from the day
on or before which it was required to make the payment to the

day of payment or the beginning of the period in resf)ect of

which it becomes liable to pay interest thereon under subsection

1. whichever is earlier. R.S.O. 1970, c. 91, s. 77 (2).

(3) Where the Minister has reassessed the tax payable for

a fiscal year under subsection 4 of section 150 and the tax

payable is greater than the tax previously assessed for that

fiscal year, the interest payable under subsection 2 and the

penalty under subsection 1 of section 146 shall be assessed in

accordance with the provisions of subsection 1 of section 150

provided,

(a) that the provisions of this subsection shall not apply

where subsection 3 or 4 of section 146 apply; and

{b) the provisions of this subsection shall apply only with

respect to instalments of tax due and payable before

the thirtieth day following the date of such reassess-

ment. New.

BfTect of
carry-back
of loss

I

Interest
on unpaid
tax

(4) Where a corporation is entitled to deduct under sub-

section 1 of section 99 in computing its taxable income for a

taxation year an amount in respect of a loss sustained in the

fiscal year immediately following the taxation year, herein-

after in this subsection referred to as "the loss year", for the

purpose of computing interest and penalty interest under this

section on tax or a part or instalment of tax for the taxation year
for any portion of the period in respect of which the interest is

payable on or before the last day of the loss year, the tax
payable for the taxation year shall be deemed to be the amount
that it would have been if the corporation were not entitled to

deduct an amount under subsection 1 of section 99 in respect

of that loss. R.S.O. 1970. c. 91, s. 77 (3).

(5) For the purposes of calculating interest under sub-
section 2, where a corporation is required to pay a part or
instalment of tax for a fiscal year as estimated by it on its

taxable income and other subject of tax for a preceding fiscal

year or on its estimated taxable income and other subject of

tax for the fiscal year, it shall be deemed to have been liable

to pay a part or instalment computed by reference to the
taxable income and other subject of tax for,

(a) the preceding fiscal year ; or

{b) the fiscal year,

whichever is the lesser. R.S.O. 1970, c. 91, s. 77 (4).
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Division C—assessments

150.— (1) The Minister shall with all due despatch examine o/reti^M**^

each return delivered under section 145 and assess the tax for

the fiscal year and the interest and penalties if any payable.

R.S.O. 1970, c. 91, s. 78 (1).

(2) After examination of a return, the Minister shall send,^°"^®°^

.

a.sSOSsmGn 1/

by mail or by registered mail or deliver by personal service a

notice of assessment to the corporation that delivered the

return. R.S.O. 1970, c. 91, s. 78 (2).

(3) Liability for tax imposed by this Act is not affected by oMiabimy""
an incorrect or incomplete assessment or by the fact that no for tax

assessment has been made. R.S.O. 1970, c. 91, s. 78 (3).

(4) The Minister may at any time assess tax, interest or ^®*^^^®^^'

penalties, or notify in writing any person by whom a return

of income or other subject of tax for a fiscal year has been

filed that no tax is payable for the fiscal year, and may,

(a) at any time, if the corporation or person filing the

return,

(i) has made any misrepresentation or committed
any fraud in filing the return or supplying any
information under this Act, or

(ii) has failed to file financial statements with the

return required to be filed under section 145, or

(iii) has been negligent in supplying any informa-

tion under this Act, or

(iv) has filed with the Minister a waiver in a

prescribed form within six years from the day

of mailing of a notice of an original assessment

or of a notification that no tax is payable for

a fiscal year, or

(v) has claimed a deduction under clause u of

subsection 1 of section 24 ; and

(6) within six years from the day referred to in sub-

clause iv of clause a, in any other case,

reassess or make additional assessments or assess tax, interest

or penalties, as the circumstances require. R.S.O. 1970, c. 91

,

s. 78 (4).
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Idem
(5) Where a corporation has delivered the return required by

section 145 for a fiscal year and, within one year from the

day on or before it was required by section 145 to deliver a

return for that fiscal year, has filed an amended return for

the fiscal year claiming a deduction from income under sub-

section 1 of section 99 in respect of a loss sustained in the

fiscal year immediately following that fiscal year, the Minister

shall reassess the tax payable by the corporation for that

fiscal year. R.S.O. 1970, c. 91, s. 78 (5).

Minister
not bound
by returns

(6) The Minister is not bound by a return or information

delivered by or on behalf of a corporation and may, notwith-

standing a return or information so delivered or if no return

or information has been delivered, assess the tax payable under

this Act. R.S.O. 1970, c. 91, s. 78 (6).

Assessment
valid and
binding

(7) An assessment, subject to being varied or vacated on
an objection or appeal and subject to a reassessment, shall be

deemed to be vaHd and binding notwithstanding any error,

defect or omission therein or in any proceeding under this

Act relating thereto. R.S.O. 1970, c. 91, s. 78 (7).

Payment of
assessment 151.—(1) Every corporation shall within thirty days from

the day of mailing of the notice of assessment pay any part of

the assessed tax, interest and penalties then remaining unpaid,
whether or not an objection to or appeal from the assessment
is outstanding. R.S.O. 1970, c. 91, s. 79 (1).

Idem
(2) Where in the opinion of the Minister a corporation is

attempting to avoid payment of a tax imposed by this Act
or where the Minister has assessed the tax payable under this

Act pursuant to subsection 6 of section 150, he may, notwith-

standing subsection 2 of section 150, serve the notice of

assessment upon the corporation or the president, manager,
secretary or any director, agent or representative thereof and
direct that all taxes, penalties and interest as set out therein

shall be paid forthwith. R.S.O. 1970, c. 91, s. 79 (2).

Division D—refunds of overpayments

Refunds 152.— (1) If the return required to be dehvered by a cor-

poration under section 145 for a fiscal year has been delivered

within four years from the end of that fiscal year, the Minister,

(a) may, upon mailing the notice of assessment for the
fiscal year, refund without application therefor any
overpayment made on account of the tax payable for

the fiscal year ; and
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{b) shall make such a refund after maihng the notice of

assessment if application therefor has been made in

writing by the corporation within four years from
the day on which the overpayment was made or the

day on which the notice of assessment was mailed.

R.S.O. 1970, c. 91, s. 80 (1).

(2) Instead of making a refund that might otherwise be fj'other"^"

made under this section, the Minister may, where the cor- ^^^^^

poration is liable or about to become liable to make another
payment under this Act, apply the amount of the overpayment
to that other liability and notify the corporation of such action.

R.S.O. 1970,c. 91,s. 80(2).

(3) Where an amount in respect of an overpayment is
o°er-^^'

°°

refunded or applied under this section on other liability, payments

interest at such rate as is prescribed by the regulations

shall be paid or applied thereon for the period commencing
with the latest of,

(a) the day on which the overpayment arose

;

(b) the day on or before which the return of the

corporation in respect of which the overpayment arose

was required by section 145 to be delivered ; or

(c) the day on which the return of the corporation in

respect of which the overpayment arose was delivered,

and ending with the day of refunding or application aforesaid,

unless the amount of the interest so calculated is less than

$1, in which event no interest shall be paid or applied under

this subsection. R.S.O. 1970. c. 91, s. 80 (3).

(4) Where by a decision of the Minister under section 154^**®'"

or by a decision of a court it is finally determined that the

tax payable under this Act by a corporation for a fiscal year

is less than the amount assessed by the assessment under

section 1 50 to which objection was made or from which the appeal

was taken and the decision makes it apjjear that there has been

an overpayment for the fiscal year, the interest payable under

subsection 3 on that overpayment shall be computed at such

rate as is prescribed by the regulations. R.S.O. 1970, c. 91,

s. 80 (4).

(5) Where an amount has been paid with respect to tin* "^"^

provisions of section 167 and the tax payable under this Act for

the fiscal year as finally determined is less than the payment,
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the interest payable on that overpayment shall, notwithstand-

ing subsection 3, be computed at such rate as is prescribed

for the purp)ose of subsection 4 as though the day on which the

overpayment arose is the day upon which the payment was

made. New.

Iiiteri>re-
tatlon

II

Effect of
oairy-baok
of loss

(6) Except as provided in subsection 5, for the purpose of

this section, "overpayment" means the aggregate of all

amounts paid on account of tax payable for a fiscal year

minus all amounts payable under this Act or an amount so

paid where no amount is so payable. R.S.O. 1970, r. 91,

s. 80 (5).

(7) Where a corporation is entitled to deduct under

subsection 1 of section 99 in computing its taxable income

for a taxation year an amount in respect of a loss sustained

in the fiscal year immediately following the taxation year,

hereinafter in this subsection referred to as "the loss year",

and the amount of the tax payable for the taxation year

is relevant in determining an overpayment for the purpose of

computing interest under subsection 3 for any portion of a

period ending on or before the last day of the loss year, the

tax payable for the taxation year shall be deemed to be the

amount that it would have been if the corporation were not

entitled to deduct an amount under subsection 1 of section

99 in respect of that loss. R.S.O. 1970, c. 91, s. 80 (6).

Credit
Interest on
oven)ald
Instalments

Application

153.— (1) Where instalments of tax as required by
subsection 3 of section 148 are overpaid at any time prior

to the day the return of the corporation in respect of which
the overpaid instalments occurred was required by section 145

to be delivered or the day on which a refund was made upon
assessment where such assessment is made before the day the

return was due to be filed, whichever is earlier, interest at

such rate as is prescribed for the purpose of subsection 3 of

section 152 shall be allowed on the overpayment to the extent

that interest has been otherwise assessed under subsection 2

of section 149 except that under no circumstances shall the

credit interest so allowed exceed the interest otherwise
assessed under that section.

(2) Subsection 1 does not apply with respect to any amount
to which subsection 5 of section 1 52 applies. New.

Division E— objections to assessment

Notice of
objection

154.— (1) A corporation that objects to an assessment
under section 150 may within ninety days from the day of

maihng of the notice of assessment serve on the Minister
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a notice of objection in duplicate in the prescribed form
setting out the reasons for the objection and all relevant facts.

R.S.O. 1970.C. 91.S. 81 (1).

(2) A notice of objection under this section shall be served s®'^^®

by being sent by registered mail addressed to the Minister.

R.S.O. 1970,c. 91,s. 81 (2).

(3) The Minister may accept a notice of objection under this^**®'"

section notwithstanding that it was not served in duplicate or

in the manner required by subsection 2. R.S.O. 1970, c. 91,

s. 81 (3).

(4) Upon receipt of the notice of objection, the Minister ^^^o^^'^era-

shall with all due despatch reconsider the assessment and
vacate, confirm or vary the assessment or reassess and he shall

thereupon notify the corporation of his action by registered

letter. R.S.O. 1970, c. 91, s. 81 (4).

Division F—appeals

155.—(1) Where a corporation has served notice of objection Appeal

to an assessment under section 154, the corporation may appeal

to the Supreme Court to have the assessment vacated or varied

after the Minister has confirmed or reassessed, but no appeal

under this section may be instituted after the expiration of

ninety days from the day notice has been mailed to the corpora-

tion under section 154 that the Minister has confirmed the

assessment or reassessed. R.S.O. 1970, c. 91, s. 82 (1).

(2) An appeal to the Supreme Court shall be instituted
J^p®*^^-

by serving on the Minister a notice of appeal in duplicate in instituted

the prescribed form and by filing a copy thereof with the

Registrar of the Supreme Court or the local registrar of the

Supreme Court for the county or district in which the corpora-

tion appealing has its head office or other permanent

establishment. R.S.O. 1970, c. 91 , s. 82 (2).

(3) A notice of appeal shall be served upon the Minister ^o^^f <>'

by being sent by registered mail addressed to the Minister.

R.S.O. 1970. c. 91, s. 82 (3).

(4) The corporation appealing shall set out in the notice Jj^'^f^^Jfon,

of appeal a statement of the allegations of fact, the statutory

provisions and reasons that it intends to submit in supporting

its appeal. R.S.O. 1970, c. 91, s. 82 (4).
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Security
for costs (5) An appeal by a corporation and all proceedings there-

under are, upon the expiration of sixty days from the day the

appeal is instituted, null and void unless security for the

costs of the appeal has been, within the said period, paid into

court in the sum of $400 or such other sum as the Minister

requires and, upon an appeal becoming null and void by virtue

of this subsection, no other appeal or proceedings shall be

instituted in respect of the same decision. R.S.O. 1970,

c. 91, s. 82(5).

Idem
(6) When security has been given under subsection 5,

notice thereof shall be served on the Minister specifying the

fact and the purpose of the payment. R.S.O. 1970, c. 91,

s.82(6).

Reply to
notice of
appeal

1 56.— ( 1 ) The Minister shall with all due despatch serve on
the corporation appealing and file in the court a reply to the

notice of apf)eal admitting or denying the facts alleged and
containing a statement of such further allegations of fact and of

such statutory provisions and reasons as the Minister intends

to rely on. R.S.O. 1970, c. 91, s. 83 (1).

Amendment
of notice of
appeal

(2) The court or a judge may in its or his discretion

strike out a notice of appeal or any part thereof for failure to

comply with subsection 4 of section 155 and may permit an

amendment to be made to a notice of appeal or a new notice

of appeal to be substituted for the one struck out. R.S.O.

1970. c. 91, s. 83(2).

Amendment
to reply (3) The court or a judge may in its or his discretion.

(a) strike out any part of a reply for failure to comply
with subsection 1 or permit the amendment of a
reply ; or

Failure to
comply

Idem

(b) strike out a reply for failure to comply with this

section and order a new reply to be filed within a time
to be fixed by the order. R.S.O. 1970, c. 91, s. 83 (3).

(4) Where a notice of appeal is struck out for failure to

comply with subsection 4 of section 155 and anew notice of appeal
is not filed as and when permitted by the court or a judge, the
court or a judge thereof may, in its or his discretion, dispose
of the appeal by dismissing it. R.S.O. 1970, c. 91, s. 83 (4).

(5) Where a reply is not filed as required by this section
or is struck out under this section and a new reply is not filed

as ordered by the court or a judge within the time ordered, the
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court may dispose of the appeal ex parte or after a hearing on
the basis that the allegations of fact contained in the notice
of appeal are true. R.S.O. 1970, c. 91, s. 83 (5).

157.—(1) Upon the fiHng of the material referred to in5J,^*j^|^

sections 155 and 156 with the Registrar of the Supreme Court or action

the local registrar of the Supreme Court for the county or

district in which the corporation appealing has its head office

or permanent estabhshment, the matter shall be deemed to be
an action in the court and, unless the court otherwise orders,

ready for hearing. R.S.O. 1970, c. 91, s. 84 (1).

(2) Any fact or statutory provision not set out in the ^acts not

notice of appeal or reply may be pleaded or referred to in such may be

manner and upon such terms as the court directs. R.S.O.
^^* ^

1970,c. 91,s. 84(2).

(3) The court may dispose of the appeal by. Disposal

(a) dismissing it

;

{b) allowing it ; or

(c) allowing it, and,

(i) vacating the assessment,

(ii) varying the assessment,

(iii) restoring the assessment, or

(iv) referring the assessment back to the Minister

for reconsideration and reassessment. R.S.O.

1970, c. 91,5.84(3).

(4) The court may in delivering judgment disposing of anCom-tmay

appeal order payment or refund of tax, interest, penalties ormentof

costs by the corporation or the Minister, as the case may be.

R.S.O. 1970,c. 91,s. 84(4).

1 58. Proceedings under this Division shall be held in camera ^^m^^'^
upon request made to the court by the corporation appealing or

by the Minister. R.S.O. 1970, c. 91 . s. 85.

159. The practice and procedure of the Supreme Court ,

s^grp"

including the right of appeal and the practice and procedure
^^*°^|,^®n

relating to appeals, apply to every matter deemed to be an

action under section 157 and every judgment and order given
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or made in every such action may be enforced in the same
manner and by the like process as a judgment or order given

or made in an action commenced in the court. R.S.O. 1970,

c. 91.S. 86.

irre^uiarttiee 160. An assessment shall not be vacated or varied on appeal

by reason only of any irregularity, informality, omission or error

on the part of any person in the observation of any directory

provision of this Act. R.S.O. 1970, c. 91 , s. 87.

PART VI

ADMINISTRATION AND ENFORCEMENT

investiga- JQ 1 ,— ( 1 ) Any person thereunto authorized by the Minister

for any purpose related to the administration or enforcement

of this Act may at all reasonable times enter into any premises

or place where any business is carried on or any property is

kept or anything is done in connection with any business or

any books or records are or should be kept pursuant to this

Act, and,

(a) audit or examine the books and records and any
account, voucher, letter, telegram or other document
that relates or may relate to the information that is

or should be in the books or records or the amount of

tax payable under this Act

;

(6) examine property described by an inventory or any
property, process or matter an examination of which
may, in his opinion, assist him in determining the

accuracy of an inventory or in ascertaining the in-

formation that is or should be in the books or records

or the amount of any tax payable under this Act;

(c) require the president, manager, secretary or any
director, agent or representative of the corporation
liable to pay or considered p)OSsibly liable to pay tax
under this Act and any other person on the premises

of such corporation to give him all reasonable assist-

ance with his audit or examination and to answer all

questions relating to the audit or examination either

orally or, if he so requires, in writing, on oath or by
statutory declaration and, for that purpose, require

such person to attend at the premises or place with
him; and
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{d) if during the course of an audit or examination it

appears to him that there has been a violation of this

Act or the regulations, seize and take away any of

the records, books, accounts, vouchers, letters, tele-

grams and other documents and retain them until

they are produced in any court proceedings. R.S.O.

1970, c. 91, s. 88(1).

(2) The Minister may, for any purpose relating to the adminis- i^em

tration or enforcement of this Act, by registered letter or by a

demand served personally, require from any corporation or

from the president, manager, secretary, or any director, agent
or representative thereof,

(a) any information or additional information or a return

as required by section 145 or a supplementarv
return; or

(6) production, or production on oath, of any books,

letters, accounts, invoices, statements, financial or

otherwise, or other documents,

within such reasonable time as is stipulated therein. R.S.O.

1970,c. 91,s. 88(2).

(3) The Minister may, for any purpose related to the ad- ^<^^^

ministration or enforcement of this Act, by registered letter

or by a demand served personally, require from any person,

partnership, syndicate, trust or corporation holding or paying

or liable to pay any portion of the income of the corporation,

or from any partner, agent or official of any such person,

partnership, syndicate, trust or corporation, production, or

production on oath, of any books, letters, accounts, invoices,

statements, financial or otherwise, or other documents, within

such reasonable time as is stipulated therein. R.S.O. 1970,

0.91,8.88(3).

(4) The Minister may, for any purpose related to the ad- idem

ministration or enforcement of this Act, with the approval of

a judge of the Supreme Court, which approval the judge is

hereby empowered to give upon ex parte application, authorize

in writing any officer of the Ministry of Revenue, together

with such members of the provincial police or other peace

officers as he calls on to assist him and such other persons

as are named therein, to enter and search, if necessary by
force, any building, receptacle or place for documents, books,

records, papers or things that may afford evidence as to the

violation of any provision of this Act or the regulations and

to seize and take away any such documents, books, records,

papers or things and retain them until they are produced in

any court proceedings. R.S.O. 1970, c. 91 , s. 88 (4).
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Idem

Idem

Copies

I
Compliance

Administra-
tion of
oaths

Powers of
Inqairy

1971.0.49

(5) The Minister may, by registered letter or by a demand
served personally, require the production, under oath or other-

wise, by any person, partnership, syndicate, trust or cor-

poration, or by his or its agent or officer, of any letters,

accounts, invoices, statements, financial or otherwise, books

or other documents in the possession or in the control of such

person, partnership, syndicate, trust or corporation or of his

or its agent or officer, for the purpose of determining what

tax, if any, is payable under this Act by any corporation and

production thereof shall be made within such reasonable time

as is stipulated in such registered letter or demand. R.S.O.

1970, c. 91, s. 88 (5).

(6) The Minister may, for any purpose related to the ad-

ministration or enforcement of this Act, authorize any person,

whether or not he is an officer of the Ministry of Revenue, to

make such inquiry as he deems necessary with reference to

anything relating to the administration or enforcement of this

Act. R.S.O. 1970. c. 91, s. 88 (6), amended.

(7) Where a book, record or other document has been seized,

examined or produced under this section, the person by whom
it is seized or examined or to whom it is produced or any
officer of the Ministry of Revenue may make, or cause to be

made, one or more copies thereof and a document purporting to

be certified by the Minister or a person thereunto authorized

by the Minister to be a copy made pursuant to this section is

admissible in evidence and has the same probative force as

the original document would have had if it had been proven

in the ordinary way. R.S.O. 1970, c. 91, s. 88 (7), amended.

(8) No person shall hinder or molest or interfere with any
person doing anything that he is authorized by this section

to do or prevent or attempt to prevent any person doing any
such thing and, notwithstanding any other law to the contrary,

every person shall, unless he is unable to do so, do everything

he is required by this section to do. R.S.O. 1970, c. 91, s. 88 (8).

(9) Declarations or affidavits in connection with returns

delivered under this Act or statements of information sub-

mitted pursuant to this section may be taken before any person

having authority to administer an oath, or before any person

specially authorized for that purpose by the Lieutenant
Governor in Council, but any person so specially authorized
shall not charge any fee therefor. R.S.O. 1970, c. 91, s. 88 (9).

(10) For the purpose of an inquiry authorized under sub-
section 6, the person authorized to make the inquiry has all

the powers of a commission under Part II of The Public
Inquiries Act, 1971, which Part applies to the inquiry as if

it were an inquiry under that Act. R.S.O. 1970, c. 91,

s. 88 {10), amended.

215



251

162.—(1) Every corporation that is required by this Act Books and

to pay taxes shall keep records and books of account, including^^°°

an annual inventory kept in the same manner as is required

for purposes of the Income Tax Act (Canada) and the regulations is^^j^^^

made thereunder at its permanent establishment in Ontario or

at such other place as is designated by the Minister, in such
form and containing such information as will enable the taxes

payable under this Act to be determined. R.S.O. 1970

c. 91, s. 89 (1), amended.

(2) Where a corporation has failed to keep adequate i<*«"^

records and books of account for the purpose of this Act, the

Minister may require the corporation to keep such records and
books of account as he specifies and the corporation shall there-

after keep records and books of account as so required. R.S.O.

1970, c. 91, s. 89 (2).

(3) Every corporation required by this section to keepi^em

records and books of account shall, until written permission

for their disposal is obtained from the Minister, retain every

such record or book of account and every account or voucher

necessary to verify the information in any such records or

books of account. R.S.O. 1970, c. 91, s. 89 (3).

163.— (1) Every corporation that has failed to deliver a offences

return as and when required by this Act or the regulations is

guilty of an offence and, in addition to any penalty otherwise

provided, on summary conviction is liable to a fine of not less

than $25 for each day of default. R.S.O. 1970, c. 91, s. 90 (1).

(2) Every person who has failed to comply with or contra-i<ie"»

vened section 161 or 162 is guilty of an offence and, in addition

to any penalty otherwise provided, on summary conviction is

liable to a fine of $25 for each day during which the default

continues. R.S.O. 1970, c. 91, s. 90 (2).

164. Where a corporation is guilty of an offence under thisO^^ere.

Act, any officer, director or agent of the corporation who corporations

directed, authorized, assented to, acquiesced in, or participated

in, the commission of the offence is a party to and guilty of

the offence and on summary conviction is liable to the punish-

ment provided for the offence whether or not the corporation

has been prosecuted or convicted. R.S.O, 1970, c. 91, s. 91.

165. An information in respect of an offence against this Time^'o''

Act shall be laid within six years of the time when the matter information i

of the information arose. R.S.O. 1970. c. 91, s. 92. I

215
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CommuntcA-
tlon of
Information

1 66.— ( 1 ) No person employed in the service of Her Majesty

shall communicate or allow to be communicated to any person

not legally entitled thereto any information obtained under this

Act or allow any such person to inspect or have access to any
written statement furnished under this Act. R.S.O. 1970,

c. 91, s. 93 (1).

Offence (2) Every person who contravenes any provision of this

penalty section is guilty of an offence and on summary conviction is

liable to a fine of not more than $200. R.S.O. 1970, c. 91,

s. 93 (2).

Exception
(3) Notwithstanding subsection 1, the Minister may, for the

purpose of aiding in an investigation for taxation purposes

under this or any other Act, enter into an agreement with the

government of Canada or of any province under which officers

of such government will be allowed access to information

obtained or any written statement furnished under this Act
and officers of the Government of Ontario will be allowed

access to information obtained or any written statement

furnished under any Act of such government. R.S.O. 1970,

c. 91, s. 93 (3).

Collection

Priority
of tax

R.8.C. 1970,
C.B-4

167.—(1) All taxes, interest, penalties, costs and other

amounts imposed under this Act are debts due to Her
Majesty and, subject to the Bankruptcy Act (Canada), are a
first lien and charge upon property in Ontario (except pre-

scribed property) of the corporation liable to pay such taxes,

interest, penalties, costs and other amounts. R.S.O. 1970,

c. 91, s. 94 (1), amended.

Tax and
penalty
to be
Hen on
property

Oarnlshment

(2) All taxes, interest, penalties, costs and other amounts
imposed under this Act upon a corporation that owns, operates

or uses a railway are a special lien on any property, real or

personal, in which the corporation has any interest , legal or equi-

table (other than as lessee or under any agreement for running
rights or operating rights) in priority to every claim,

privilege, lien or encumbrance, whenever created, of every
person, and the lien and its priority are not lost or impaired by
any neglect, omission or error of any minister, officer, servant
or agent of the Crown, or by want of registration. R.S.O.
1970,0.91,5.94(2).

168.— ( 1 ) When the Minister has knowledge or suspects that
a person is or is about to become indebted or liable to make any
payment to a corporation liable to make a payment under this

Act, he may, by registered letter or by a letter served
personally, require him to pay the moneys otherwise payable
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to that corporation in whole or in part to the Treasurer of

Ontario on account of the HabiHty under this Act. R.S.O.
1970.C. 91,s. 95(1).

(2) The receipt of the Treasurer of Ontario for moneys paid^**®™

as required under this section is a good and sufficient

discharge of the original liability to the extent of the payment.
R.S.O. 1970,c. 91,s. 95(2).

(3) Every person who has discharged any habihty to a^f**^*^{_^y

corporation liable to make a payment under this Act without
complying with a requirement under this section is liable to

pay to Her Majesty in right of Ontario an amount equal to the

liability discharged or the amount that he was required under
this section to pay to the Treasurer of Ontario, whichever is

the lesser. R.S.O. 1970, c. 91, s. 95 (3).

(4) Where a person who is or is about to become indebted ^|j;^|^gg°''

or liable to make a payment to a corporation liable to make a

payment under this Act carries on business under a name or

style other than his own name, the registered or other letter

under subsection 1 may be addressed to the name or style under
which he carries on business and, in the case of personal service,

shall be deemed to have been vahdly served if it has been left

with an adult person employed at the place of business of the

addressee. R.S.O. 1970, c. 91, s. 95 (4).

(5) Where the persons who are or are about to become ^'^®'"

indebted or liable to make a payment to a corporation liable to

make a payment under this Act carry on business in partnership,

the registered or other letter under subsection 1 may be

addressed to the partnership name and, in the case of personal

service, shall be deemed to have been validly served if it has

been served on one of the partners or left with an adult person

employed at the place of business of the partnership. R.S.O.

1970, c. 91, s. 95(5).

169.—(1 ) Upon default of payment by a corporation of any ^^][®'"y

tax, interest or penalty or any of them imposed upon a 1^°^®™^^

corporation by this Act

,

penalties

(a) the Minister may bring an action for the recovery

thereof in any court in which a debt or money
demand of a similar amount may be collected, and
every such action shall be brought and executed in

and by the name of the Minister or his name of office

and may be continued by his successor in office

as if no change had occurred, and shall be tried

without a jury;
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(b) the Minister may issue a warrant, directed to the

sheriff of any county or district in which any
property of the corporation is located or situate,

for the amount of the tax, interest and penalty

or any of them owing by the corporation, together

with interest thereon from the date of the issue

of the warrant and the costs, expenses and poundage
of the sheriff, and such warrant has the same force

and effect as a writ of execution issued out of the

Supreme Court. R.S.O. 1970, c. 91, s. 96 (1).

Coinpllance
of Minister
to be proved
by aflSdavlt

Remedies
for recovery
of t&x and
penalty

(2) For the purpose of any proceeding taken under this

Act, the facts necessary to establish compliance on the part

of the Minister with this Part as well as the failure of any

person, partnership, syndicate, trust or corporation to comply
with the requirements of this Part shall, unless evidence to

the contrary satisfactory to the court is adduced, be sufficiently

proven in any court of law by affidavit of the Minister or of any
officer of the Ministry of Revenue. R.S.O. 1970, c. 91 , s. 96 (2)

,

amended.

170. The use of any of the remedies provided by sections 1 68

and 169 does not bar or affect any of the other remedies therein

provided, and the remedies provided by this Act for the recovery

or enforcement of the payment of any tax , interest and penalty

or any of them imposed by this Act are in addition to any other

remedies existing by law, and no action or other proceeding

taken in any way prejudices, limits or affects any lien, charge

or priority existing under this Act or otherwise. R.S.O. 1970,

C.91.S.97.

Notice to be
riven
Minister of
sale of
company's
capital assets

171.—(1) Where a corporation has failed to pay taxes,

interest and penalties or any of them imposed by this Act for a

period of more than three years from the date of mailing
of the notice of assessment provided by subsection 2 of section

150, no person shall sell any capital assets of the corporation
unless he has given written notice by registered letter to the

Minister not less than ten days before the date of the sale.

R.S.O. 1970,c. 91,s. 98(1).

Penalty
(2) Ever>' person who contravenes the provisions of sub-

section 1 is liable to a penalty of not less than an amount
equal to the amount of such taxes, interest and penalties in

default and such penalty is recoverable by action in any court
in which a debt or money demand of a similar amount may be
collected. R.S.O. 1970, c. 91, s. 98 (2).
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172. If any doubt or dispute arises as to the liability of aCom-

corporation to pay a tax or any portion of a tax demanded aisputes as to

under the authority of this Act, or if owing to special cir- for taxis

cumstances it is deemed inequitable to demand payment of

the whole amount imposed by this Act, the Minister may
accept such amount as he deems proper. R.S.O. 1970, c. 91,

s. 99.

173. Every person who, and every corporation that, contra- ^gnct^
venes or fails to comply with any of the provisions of this Act
or the regulations for which no other fine is provided is guilty

of an offence and on summary conviction is liable to a fine of

not less than $50 and not more than $500. R.S.O. 1970, c. 91,

s. 100.

174. The fines imposed for offences under this Act are S[Jlbieto
payable to the Treasurer of Ontario. R.S.O. 1970, c. 91, Treasurer

s. 101, amended.

175.—(1) The Lieutenant Governor in Council may make ResruiationB

regulations,

{a) authorizing or requiring the Deputy Minister of

Revenue or any officer of the Ministry of Revenue to

exercise any power or perform any duty conferred or

imposed upon the Minister by this Act

;

(6) providing for the issuance of certificates as to the

amount of taxes, interest and penalties or any of

them owing by any corporation under this Act and
prescribing the fee payable therefor;

(c) prescribing anything that by this Act is to be pre-

scribed or is to be determined or regulated by the

regulations

;

{d) prescribing amendments to the provisions of Part II

that relate to the computation of income and taxable

income and to the provisions of Parts VII and VIII,

such amendments to remain effective only if enacted

by the Legislature at the first regular session after

such amendments have been prescribed

;

{e) respecting any matter necessary or advisable to carry

out effectively the intent and purpose of this Act

;

(/) prescribing rates of interest for the purposes of

Part V. R.S.O. 1970. c. 91. s. 102 (1).

(2) A regulation is. if it so provides, effective with reference ^<**'"

to a period before it was filed. R.S.O. 1970. c. 91, s. 102 (2).
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PART VII

TRANSITIONAL PROVISIONS

Acplloa'
nUM

tlon 176.— (1) For the purposes of this Act, the Income Tax
Application Rules, 1971 (Canada) shall, where applicable, be

deemed to apply mutatis mutandis to fiscal years ended in 1972

and subsequent fiscal years.

Idun
(2) In this Act where reference is made to The Corporations

Tax Application Rules, 1972, such reference shall mean the

provisions made applicable by subsection 1

.

Effect of
R.S.O. 1970.
C.91

(3) In this Act where reference is made to The Corporations

Tax Act such reference shall mean the provisions of The
Corporations Tax Act, R.S.O. 1970, c. 91, as amended.

PART VIII

MISCELLANEOUS

of R.S.0. 1970.
c. 91 as
amended and
tbla Act

177.—(1) The Corporations Tax Act, being chapter 91 of

the Revised Statutes of Ontario, 1970, applies to corporations

in resf)ect of all fiscal years ending before or during the year

1971 and this Act applies thereafter, provided that the

provisions of this Act relating to the collection of taxes apply

to the collection of taxes under The Corporations Tax Act

and that the priority of tax under subsection 1 of section 94
of The Corporations Tax Act does not apply to property

prescribed for the purposes of subsection 1 of section 167

of this Act.

R.8.O. 1970.
c.91 as
amended,
repealed

Commence-
ment

(2) Subject to subsection 1, The Corporations Tax Act, The
Corporations Tax Amendment Act, 1971 , The Corporations Tax
Amendment Act, 1971 {No. 2) and The Corporations Tax
Amendment Act, 1971 {No. 3) are repealed.

178. This Act comes into force on the day it receives

Royal Assent.

Short title 179. This Act may be cited as The Corporations Tax Act,

1972.
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Explanatory Note

The Bill establishes a non-share capital corporation, to be known as

The McMichael Canadian Collection, to operate the McMichael Art Gallery.

The constitution of the board of trustees of the Corporation is set out,

together with the powers and duties of the Board, and other related matters.

Provision is made for the guarantee by Ontario of loans to the Board
for the purpose of carrying out its objects.
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BILL 216 1972

H

An Act to establish
the McMichael Canadian Collection

ER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. In this Act, InterpreU-
' tion

(a) "Board" means the board of trustees of the

Corporation

;

{b) "collection" means the art works and objects

vested in the Corporation or Her Majesty the Queen
in right of Ontario and held by the Corporation for

exhibition or display;

(c) "Corporation" means The McMichael Canadian Col-

lection
;

(d) "lands of the Corporation" means the lands described

in the Schedule hereto together with any lands

designated in the regulations as lands of the f^or-

poration, and includes all buildings and structures

thereon

;

(e) "Minister" means the Minister of Colleges and
Universities or such other member of the Executive

Council as the Lieutenant Governor in Council

designates

;

{/) "regulations" means the regulations made under this

Act.

2.—(1) There is hereby established on behalf of HergcMicjaei

Majesty in right of Ontario a corporation without share capital
^°^^^f^g°j

under the name of "The McMichael Canadian Collection".

(2) The Corporation shall have a seal.
®***
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Plsoalyear

R.8.0. 1970.
0. 88, do«8
not apply

Appoint-
ments to
to Board

(3) The fiscal year of the Corporation commences on the 1st

day of April in each year and ends on the 31st day of March

in the following year.

(4) The Corporations Act does not apply to the Corporation.

3.—(1) Subject to section 18, the Lieutenant Governor in

Council shall appoint the trustees of the Corporation who shall

be the members of the Corporation from time to time and its

board of trustees.

teMteS"' (^) ^^^ Board shall consist of not fewer than five and not

more than nine trustees at any one time.

Term of
office

(3) A trustee may be appointed for a term not exceeding

three years, but may be reappointed for one or more further

terms.

Cliairman
and vice-
chairman

(4) The Lieutenant Governor in Council shall designate one
of the trustees as chairman and one of the trustees as vice-

chairman of the Board.

Chairman
to preside (5) The chairman shall preside at all meetings of the Board,

and, in his absence or if the office of chairman is vacant, the

vice-chairman has all the powers and shall perform the duties

of the chairman.

Qaomm
(6) A majority of the trustees for the time being constitutes

a quorum of the Board.

Powers of
Board

By-laws

R.8.0. 1970.
C.410

Committees

Director

4,—(1) The affairs of the Corporation shall be under the

management and control of the Board, and the Board has all

the powers necessary or convenient to perform its duties or to

achieve the objects of the Corporation.

(2) The Board may make by-laws regulating its proceedings

and generally for the conduct and management of its internal

affairs, and The Regulations Act does not apply to any such

by-law.

(3) A by-law establishing a committee of the Board may
delegate to the committee such powers and duties of the

Board as are determined in the by-law.

(4) Subject to section 18, the Board shall, with the approval
of the Minister, appoint a director who may, but need not
necessarily, be a trustee of the Board, and may with the ap-
proval of the Minister, remove the director, and the director
shall be responsible for the management and administration of
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the Corporation, subject to the supervision and direction of

the Board.

(5) The Board may appoint such employees as it considers ^**^

necessary from time to time for the proper conduct of the

business of the Corporation, and may fix and pay their salaries

or other remuneration and benefits and provide for the retire-

ment and superannuation of such employees.

5.—(1) The Corporation is for all purposes an agent of Her ^°'t°'**^°°

Majesty, and its powers may be exercised only as an agent of agency

Her Majesty.

(2) All real and personal property acquired by the Corpora- Property

tion is the property of Her Majesty, and title thereto and
ownership thereof may be vested in the name of Her Majesty

or in the name of the Corporation.

6. The objects of the Corporation are, objects

(a) to hold, manage, control, maintain, exhibit, display,

develop and stimulate interest in the collection for

the benefit of the public;

(6) to hold and preserve the lands described in the

Schedule as a permanent site for a pubhc gallery and
related facilities for the collection

;

(c) to maintain and operate the gallery mentioned in

clause b ; and

(d) to hold, manage, control, maintain, preserve, adminis-

ter and develop the lands of the Corporation in con-

junction with the operation of the gallery and for the

benefit of the public.

Nature of art
7. The Board shall ensure that the art works and objects JJ^J^ etc.,

acquired from time to time as part of the collection are not acquired

inconsistent with the general character of the collection at the

time of such acquisition.

8. The Corporation may, conSration

(a) acquire by purchase, gift, grant, bequest, lease or

otherwise and hold in its own name any money and

any property

;

(6) expend, administer or dispose of any such money or

property in furtherance of its objects, subject to the

terms, if any, upon which such money or property
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was given, granted, bequeathed, leased or otherwise

acquired by the Corporation;

(c) with the approval of the Lieutenant Governor in

Council, erect buildings and structures on the lands

of the Corporation

;

(d) establish and operate facilities on the lands of the

Corf>oration for,

(i) the sale of food, beverages, books, art repro-

ductions, artifacts and other wares, and

(ii) the parking of vehicles

;

(e) with the approval of the Lieutenant Governor in

Council, establish and collect general admission fees

and special admission fees for any exhibition, program

or special event conducted by the Corporation, and
fees for the parking of vehicles

;

(/) loan any part of the collection to any person for

public exhibition, provided that at all times a sub-

stantial part of the collection shall be on exhibition

at the Corporation gallery

;

ig) conduct exhibitions, programs and special events on
the lands of the Corporation

;

(A) borrow money for the purposes of carrying out the

objects of the Corporation where a guarantee is pro-

vided under section 13;

(t) enter into agreements in furtherance of the objects of

the Corporation or for the purpose of carrying out any
of the powers of the Corporation;

(j) provide for the interment, in that portion of the lands

of the Corporation established as a cemetery under

f'ii^'
^^^' ^^^ Cemeteries Act, of the remains of any artist whose

works are included in the collection, or of the remains

of the spouse of any such artist.

tS^^^ 0.—(1) The Board shall establish and maintain a special

fund which shall consist of,

(a) all moneys received by the Corporation expressly for

allocation thereto;

(6) all moneys received from the sale of any art work
belonging to the Corporation

;
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(c) all net profits from the sale of books, art repro-

ductions, copyrights, artifacts and other wares by the
Corporation; and

(d) the income of the special fund.

(2) The Board may invest the moneys deposited in the i'»^®8<^'n«o<i

special fund but only in such classes of securities as trustees

are permitted to invest in under the laws of Ontario.

(3) The Corporation shall not expend any of the moneys in Expenditures

the special fund except for investment under subsection 2 or

for the acquisition of art works and objects for the collection.

10.— (1) The Board shall estabhsh and maintain a general General fond

fund which shall consist of grants receivable under this Act
and such moneys, other than moneys referred to in subsection

1 of section 9, received by the Corporation from any source.

(2) The Corporation may disburse, expend or otherwise deal^^P®"^^*"''®^

with any of its general fund for the purposes of the objects

of the Corporation, other than that of acquiring works of art

and objects for the collection, and for the purpose of defraying

any exjjenses incurred in carrying out such objects.

11.—(1) Subject to subsection 2, a trustee shall not^^'{.°^gg
receive remuneration for his services but shall be reimbursed

out of the general fund of the Corporation for his proper

travelling and other expenses incurred in the work of the Board.

(2) The director of the Corporation shall receive such^®™'^^^

remuneration as the Lieutenant Governor in Council may
determine, payable out of the general fund of the Corporation.

12. The Minister may make grants of money to the^*"*"**

Corporation upon such terrris and conditions as he considers

advisable.

13.—(1) The Lieutenant Governor in Council may, "pon gPj^JJ^***

such terms as he considers proper, agree to guarantee and

may guarantee the payment of any loan to the Corporation,

or any part thereof together with interest thereon, borrowed

for the purpose of carrying out the- objects of the Corporation.

(2) The form and manner of the guarantee shall be such J^ironUM*

as the Lieutenant Governor in Council approves, and the

guarantee shall be signed by the Treasurer of Ontario or

such other officer or officers as are designated by the

Lieutenant Governor in Council, and upon being so signed,

the Province of Ontario is liable for the payment of the
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loan or part thereof and interest thereon guaranteed according

to the terms of the guarantee.

'uZnintw"' ^^^ ^^^ Lieutenant Governor in Council may make arrange-

ments for supplying the money necessary to fulfil the require-

ments of any guarantee and to advance the amount necessary

for that purpose out of the public funds of the Province.

Tax
exemption

Audit

14. The real and personal property vested in the Corpora-

tion and any lands and premises leased to or occupied by the

Corporation are not liable to taxation for municipal or school

purposes so long as they are actually used and occupied for

the purposes of the Corporation.

15. The accounts and financial transactions of the Corpora-

tion shall be audited annually by the Provincial Auditor,

and a report of the audit shall be made to the Board and to

the Minister.

^^^ 16. The Board shall make a report annually to the

Minister upon the affairs of the Corporation, and the Minister

shall submit the report to the Lieutenant Governor in

Council and shall then lay the report before the Assembly if

it is in session or, if not, at the next ensuing session.

Regruiations |»y^—^jj -pj^g Lieutenant Governor in Council may make
regulations.

Offence

Robert
McMichael
tmd Signe
McMlch&el

(a) designating any lands acquired by the Corporation

as lands of the Corporation

;

(6) governing and regulating the conduct of persons on
the lands of the Corporation

;

(c) governing and regulating vehicular traffic on the

lands of the Corporation, and prohibiting the use of

any class or classes of vehicles thereon ; and

(d) for any matter necessary or advisable to carry out

effectively the intent and purpose of this Act.

(2) Any person who contravenes any provision of the
regulations is guilty of an offence and on summary conviction
is liable to a fine not exceeding $500.

18. Notwithstanding anything in this Act,

(a) Robert McMichael shall be a trustee of the Board
until such time as he is unable or unwilling to be a
trustee

;
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(b) Signe McMichael shall be a trustee of the Board
until such time as she is unable or unwilling to be a

trustee

;

(c) the said Robert McMichael shall be the director and
shall hold such office during pleasure of the Lieutenant

Governor in Council

;

(d) the said Robert McMichael and Signe McMichael are

each entitled for life to reside in the premises situate

on the lands described in the Schedule, and the Board
shall make due provision therefor ; and

(e) the said Robert McMichael and Signe McMichael are

each entitled to have their remains interred in the

cemetery referred to in clause j of section 8, and the

Board shall make provision therefor.

19. The moneys required for the purposes of section 12 Moneys

shall, until the 31st day of March, 1973, be paid out of the

Consolidated Revenue Fund, and thereafter shall be paid out
of the moneys appropriated therefor by the Legislature.

20. This Act comes into force on a day to be named ^°^^®°^®'

by the Lieutenant Governor by his proclamation.

21. This Act may be cited as The McMichael Canadian ^^°'^^^^*'^^

Collection Act, 1972

.
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SCHEDULE

All and Singular that certain parcel or tract of land and premises,

situate, lying and being in the Town of Vaughan, in The Regional Municipality

of York (formerly in the Township of Vaughan, in the County of York) and

Province of Ontario, being composed of part of Lot Twenty-three in the

Eighth concession in the said Town of Vaughan, the boundaries of which

said parcel may more particularly be described as follows, and

Premising that the Eastern limit of the said Lot Twenty-three has a

governing bearing of North 8°24'00' West, and relating all bearings quoted

herein thereto;

Parcel "A"

Commencing at an iron bar planted in the existing Northerly limit of

the said Lot Twenty-three, distant 716.66 feet measured Westerly thereon

from a standard iron bar planted marking the Northeasterly angle of the said

Half Lot

;

Thence South 73°43'40' West along the last said existing limit 715.16

feet, more or less, to an iron tube found planted at an angle therein;

Thence South 72°32'50' West continuing along the last said limit 73.12

feet, more or less, to an iron tube found planted at the intersection thereof

with the centre line of the easement to The Hydro-Electric Power Commission
of Ontario;

Thence South 1°40'10' East along the said centre line 698.26 feet to

an iron bar planted

;

Thence North 81°22'20' East 587.54 feet to an iron bar planted;

Thence North 42°54'30' East 450.11 feet to an iron bar planted;

Thence North 16°45'30' West 524.69 feet, more or less, to the point of

commencement.

Subject To At All Times an easement in favour of The Hydro-Electric
Power Commission of Ontario over the Westerly 75.00 feet, measured at right

angles of the hereinbefore described Parcel "A" and which said Parcel contains

by admeasurement 13,801 acres more or less, as shown on Plan of Survey
by A. Death. OLS. January 8. 1959.

Parcel "B"

Commencing at an iron tube found planted in the centre line of the
easement to The Hydro-Electric Power Commission of Ontario, which line

defines the Westerly limit of the above described parcel, the said iron tube
is distant 679.48 feet measured Northerly therealong said centre line from
its intersection with the existing hmit between Lots Twenty-two and
Twenty-three;

Thence South 72°30'40' West, 1840.67 feet to an iron tube found planted
in the Easterly limit of the Kleinberg Road

;

Thence North 30°07'20' West along the last said limit 25.64 feet to an
iron tube found planted in the same

;

Thence North 72'30'40' East, 1853.35 feet to an iron tube found planted
in the centre line of said Hydro-Electric Power Commission easement

;
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Thence South 1°40'10' East along the last said line, 25.98 feet, more or

less, to the point of commencement;

Subject To At All Times an easement in favour of The Hydro-Electric

Power Commission of Ontario over the Easterly 75.00 feet, measured at right

angles of the hereinbefore described Parcel "B" and which said parcel is

shown on Plan of Survey by A. Death, OLS, January 8, 1959.
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BILL 216 1972

H

An Act to establish
the McMichael Canadian Collection

ER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. In this Act, interpreta-
tion

{a) "Board" means the board of trustees of the

Corporation

;

(b) "collection" means the art works and objects

vested in the Corporation or Her Majesty the Queen
in right of Ontario and held by the Corporation for

exhibition or display;

(c) "Corporation" means The McMichael Canadian Col-

lection
;

(d) "lands of the Corporation" means the lands described

in the Schedule hereto together with any lands

designated in the regulations as lands of the Cor-

poration, and includes all buildings and structures

thereon

;

{e) "Minister" means the Minister of Colleges and
Universities or such other member of the Executive

Council as the Lieutenant Governor in Council

designates

;

(/) "regulations" means the regulations made under this

Act.

2.—(1) There is hereby established on behalf of Her M^^Michaei

Majesty in right of Ontario a corporation without share capital •^^^S^I-'P^j

under the name of "The McMichael Canadian Collection".

(2) The Corporation shall have a seal. ®"*^
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Fiscal year

R.8.0. 1970,
c. 89, does
not apply

Appoint-
ments to
to Board

(3) The fiscal year of the Corporation commences on the 1st

day of April in each year and ends on the 31st day of March
in the following year.

(4) The Corporations Act does not apply to the Corporation.

3,—(1) Subject to section 18, the Lieutenant Governor in

Council shall appoint the trustees of the Corporation who shall

be the members of the Corporation from time to time and its

board of trustees.

Number of
trustees (2) The Board shall consist of not fewer than five and not

more than nine trustees at any one time.

Term of
ofHce

(3) A trustee may be appointed for a term not exceeding

three years, but may be reappointed for one or more further

terms.

Chairman
and vice-
chairman

(4) The Lieutenant Governor in Council shall designate one
of the trustees as chairman and one of the trustees as vice-

chairman of the Board.

Chairman
to preside (5) The chairman shall preside at all meetings of the Board,

and, in his absence or if the office of chairman is vacant, the

vice-chairman has all the powers and shall perform the duties

of the chairman.

Qaorum
(6) A majority of the trustees for the time being constitutes

a quorum of the Board.

Powers of
Board

By-laws

R.S.0. 1970.
C.410

Committees

Director

4.— (1) The affairs of the Corporation shall be under the

management and control of the Board, and the Board has all

the powers necessary or convenient to perform its duties or to

achieve the objects of the Corporation.

(2) The Board may make by-laws regulating its proceedings

and generally for the conduct and management of its internal

affairs, and The Regulations Act does not apply to any such
by-law.

(3) A by-law establishing a committee of the Board may
delegate to the committee such powers and duties of the

Board as are determined in the by-law.

(4) Subject to section 18, the Board shall, with the approval
of the Minister, appoint a director who may, but need not
necessarily, be a trustee of the Board, and may with the ap-
proval of the Minister, remove the director, and the director
shall be responsible for the management and administration of
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the Corporation, subject to the supervision and direction of

the Board.

(5) The Board may appoint such employees as it considers ^*^*^

necessary from time to time for the proper conduct of the

business of the Corporation, and may fix and pay their salaries

or other remuneration and benefits and provide for the retire-

ment and superannuation of such employees.

5.— (1) The Corporation is for all purposes an agent of Her ^o^^'"*"^"

Majesty, and its powers may be exercised only as an agent of agency

Her Majesty.

(2) All real and personal property acquired by the Corpora- ^''^p®'^*'^

tion is the property of Her Majesty, and title thereto and
ownership thereof may be vested in the name of Her Majesty

or in the name of the Corporation.

6. The objects of the Corporation are, objects

(a) to hold, manage, control, maintain, exhibit, display,

develop and stimulate interest in the collection for

the benefit of the public

;

(b) to hold and preserve the lands described in the

Schedule as a permanent site for a public gallery and
related facilities for the collection

;

(c) to maintain and operate the gallery mentioned in

clause b ; and

(d) to hold, manage, control, maintain, preserve, adminis-

ter and develop the lands of the Corporation in con-

junction with the operation of the gallery and for the

benefit of the public.

7. The Board shall ensure that the art works and objects
JJ*J^^®°^^^*^*^

acquired from time to time as part of the collection are not acquired

inconsistent with the general character of the collection at the

time of such acquisition.

Powers of

8. The Corporation may, Corporation

(a) acquire \i\ piiK hase, gift, grant, bequest, lease or

otherwise and hold in its own name any money and
any property

;

(6) expend, administer or dispose of any such money or

property in furtherance of its objects, subject to the

terms, if any, upon which such money or property
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was given, granted, bequeathed, leased or otherwise

acquired by the Corporation

;

{c) with the approval of the Lieutenant Governor in

Council, erect buildings and structures on the lands

of the Corporation

;

{d) establish and operate facilities on the lands of the

Corporation for,

(i) the sale of food, beverages, books, art repro-

ductions, artifacts and other wares, and

(ii) the parking of vehicles

;

{e) with the approval of the Lieutenant Governor in

Council, establish and collect general admission fees

and special admission fees for any exhibition, program
or special event conducted by the Corporation, and
fees for the parking of vehicles

;

(/) loan any part of the collection to any person for

public exhibition, provided that at all times a sub-

stantial part of the collection shall be on exhibition

at the Corporation gallery;

(g) conduct exhibitions, programs and special events on
the lands of the Corporation

;

(h) borrow money for the purposes of carrying out the

objects of the Corporation where a guarantee is pro-

vided under section 13;

(t) enter into agreements in furtherance of the objects of

the Corporation or for the purpose of carrying out any
of the powers of the Corporation

;

(j) provide for the interment, in that portion of the lands

of the Corporation established as a cemetery under
R.^.o. 1970, Xhe Cemeteries Act, of the remains of any artist whose

works are included in the collection, or of the remains
of the sp)ouse of any such artist.

fund**'
®*—(^) ^^^ Board shall establish and maintain a special

fund which shall consist of,

(a) all moneys received by the Corporation expressly for

allocation thereto;

(6) all moneys received from the sale of any art work
belonging to the Corporation

;
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(c) all net profits from the sale of books, art repro-

ductions, copyrights, artifacts and other wares by the

Corporation; and

{d) the income of the special fund.

(2) The Board may invest the moneys deposited in the ^°^®^*^"*®°*

special fund but only in such classes of securities as trustees

are permitted to invest in under the laws of Ontario.

(3) The Corporation shall not expend any of the moneys in Expenditures

the special fund except for investment under subsection 2 or

for the acquisition of art works and objects for the collection.

10.— (1) The Board shall establish and maintain a general ^°8'**i ^'^^'^

fund which shall consist of grants receivable under this Act
and such moneys, other than moneys referred to in subsection

1 of section 9, received by the Corporation from any source.

(2) The Corporation may disburse, expend or otherwise deal ^*p®°'^^^*^''®^

with any of its general fund for the purposes of the objects

of the Corporation, other than that of acquiring works of art

and objects for the collection, and for the purpose of defraying

any expenses incurred in carrying out such objects.

11.—(1) Subject to subsection 2, a trustee shall not ^^'^^^g^^gg

receive remuneration for his services but shall be reimbursed

out of the general fund of the Corporation for his proper

travelling and other expenses incurred in the work of the Board.

(2) The director of the Corporation shall receive such ^^^^^or
remuneration as the Lieutenant Governor in Council may
determine, payable out of the general fund of the Corporation.

12. The Minister may make grants of money to the*^"^"**

Corporation upon such terms and conditions as he considers

advisable.

13.—(1) The Lieutenant Governor in Council may, upon ^j'ljarMtee

such terms as he considers proper, agree to guarantee and
may guarantee the payment of any loan to the Corporation,

or any part thereof together with interest thereon, borrowed
for the purpose of carrying out the objects of the Corporation.

(2) The form and manner of the guarantee shall be such !'u^ntee
as the Lieutenant Governor in Council approves, and the

guarantee shall be signed by the Treasurer of Ontario or

such other officer or officers as are designated by the

Lieutenant Governor in Council, and upon being so signed,

the Province of Ontario is liable for the payment of the
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loan or part thereof and interest thereon guaranteed according

to the terms of the guarantee.

Payment of (3) The Lieutenant Governor in Council mav make arrange-

ments for supplying the money necessary to fulfil the require-

ments of any guarantee and to advance the amount necessary

for that purpose out of the public funds of the Province.

Tax
exemption 14. The real and personal property vested in the Corpora-

tion and any lands and premises leased to or occupied by the

Corporation are not liable to taxation for municipal or school

purposes so long as they are actually used and occupied for

the purposes of the Corporation.

Audit 15, The accounts and financial transactions of the Corpora-

tion shall be audited annually by the Provincial Auditor,

and a report of the audit shall be made to the Board and to

the Minister.

Annual
report

16. The Board shall make a report annually to the

Minister upon the affairs of the Corporation, and the Minister

shall submit the report to the Lieutenant Governor in

Council and shall then lay the report before the Assembly if

it is in session or, if not, at the next ensuing session.

Regruiations jj^—(jj The Lieutenant Governor in Council may make
regulations,

(a) designating any lands acquired by the Corporation

as lands of the Corporation

;

(6) governing and regulating the conduct of persons on

the lands of the Corporation

;

(c) governing and regulating vehicular traffic on the

lands of the Corporation, and prohibiting the use of

any class or classes of vehicles thereon ; and

{d) for any matter necessary or advisable to carry out

effectively the intent and purpose of this Act.

Offence (2) Any {)erson who contravenes any provision of the

regulations is guilty of an offence and on summary conviction

is liable to a fine not exceeding $500.

Robert
McMichael
and Slgne
McMichael

18. Notwithstanding anything in this Act,

(a) Robert McMichael shall be a trustee of the Board
until such time as he is unable or unwilling to be a

trustee

;
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(6) Signe McMichael shall be a trustee of the Board
until such time as she is unable or unwilling to be a

trustee

;

(c) the said Robert McMichael shall be the director and
shall hold such office during pleasure of the Lieutenant
Governor in Council

;

{d) the said Robert McMichael and Signe McMichael are

each entitled for life to reside in the premises situate

on the lands described in the Schedule, and the Board
shall make due provision therefor ; and

(e) the said Robert McMichael and Signe McMichael are

each entitled to have their remains interred in the

cemetery referred to in clause j of section 8, and the

Board shall make provision therefor.

19. The moneys required for the purposes of section \2^°^^y^

shall, until the 31st day of March, 1973, be paid out of the

Consolidated Revenue Fund, and thereafter shall be paid out

of the moneys appropriated therefor by the Legislature.

20. This Act comes into force on a day to be named ^^g^^®'^^®"

by the Lieutenant Governor by his proclamation.

21. This Act may be cited as The McMichael Canadian ^^°^^^^^^^

Collection Act, 1972.
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SCHEDULE

All and Singular that certain parcel or tract of land and premises,

situate, lying and being in the Town of Vaughan, in The Regional Municipality

of York (formerly in the Township of Vaughan, in the County of York) and

Province of Ontario, being composed of part of Lot Twenty-three in the

Eighth concession in the said Town of Vaughan, the boundaries of which

said parcel may more particularly be described as follows, and

Premising that the Eastern limit of the said Lot Twenty-three has a

governing bearing of North 8°24'00' West, and relating all bearings quoted

herein thereto;

Parcel "A"

Commencing at an iron bar planted in the existing Northerly limit of

the said Lot Twenty-three, distant 716.66 feet measured Westerly thereon

from a standard iron bar planted marking the Northeasterly angle of the said

Half Lot

;

Thence South 73°43'40'' West along the last said existing limit 715.16

feet, more or less, to an iron tube found planted at an angle therein;

Thence South 72''32'50' West continuing along the last said limit 73.12

feet, more or less, to an iron tube found planted at the intersection thereof

with the centre line of the easement to The Hydro-Electric Power Commission
of Ontario;

Thence South r40'10' East along the said centre line 698.26 feet to

an iron bar planted;

Thence North 8r22'20' East 587.54 feet to an iron bar planted;

Thence North 42°54'30' East 450.11 feet to an iron bar planted;

Thence North 16°45'30' West 524.69 feet, more or less, to the point of

commencement.

Subject To At All Times an easement in favour of The Hydro-Electric
Power Commission of Ontario over the Westerly 75.00 feet, measured at right

angles of the hereinbefore described Parcel "A" and which said Parcel contains

by admeasurement 13,801 acres more or less, as shown on Plan of Survey
by A. Death, OLS. January 8. 1959.

Parcel "B"

Commencing at an iron tube found planted in the centre line of the

easement to The Hydro-Electric Power Commission of Ontario, which line

defines the Westerly limit of the above described parcel, the said iron tube
is distant 679.48 feet measured Northerly therealong said centre line from
its intersection with the existing limit between Lots Twenty-two and
Twenty-three;

Thence South 72°30'40' West, 1840.67 feet to an iron tube found planted
in the Easterly limit of the Kleinberg Road;

Thence North 30°07'20' West along the last said limit 25.64 feet to an
iron tube found planted in the same

;

Thence North 72°30'40' East, 1853.35 feet to an iron tube found planted
in the centre line of said Hydro-Electric Power Commission easement

;
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Thence South 1°40'10' East along the last said line, 25.98 feet, more or

less, to the point of commencement

;

Subject To At All Times an easement in favour of The Hydro-Electric

Power Commission of Ontario over the Easterly 75.00 feet, measured at right

angles of the hereinbefore described Parcel "B" and which said parcel is

shown on Plan of Survey by A. Death, OLS, January 8, 1959.

i
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2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend The Business Corporations Act

Mr. Roy
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laa a'-i^ni**!- ' Crl wlJIH

1'>A BOObiSipqior^XPLANATORY Note

The purpose of this Bill is to prevent corporations from forcing persons

to submit their finger prints in exchange for the right to shop at stores owned
by the corporation.
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BILL 217 1972

An Act to amend The Business Corporations Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. The Business Corporations Act, being chapter 53 |^j^^°^|°*'

of the Revised Statutes of Ontario, 1970, is amended by
adding thereto the following sections

:

20a.—(1) Subject to subsection 2, no corporation shall
^^J^^®""

require a person to submit a finger print as part prohibited

of a contract for goods or services supplied by the

corporation.

(2) A corporation may require a finger print to be^^^®P"°°

submitted by a person where,

(a) payment for the goods and services supplied

by the corporation is to be by means of a

cheque ; and

(6) the person is not able to supply any other

form of identification other than a finger print.

206.—(1) Where a finger print is submitted under sub- verification

section 2 of section 20a, the finger print shall be used

only to verify the identification of the person sub-

mitting the finger print and shall be returned to that

person after the verification has been made.

(2) No copy either by photocopying, xerox or any other ^°|^°P|||g

means of copying shall be made of a finger print

submitted under subsection 2 of section 20a.

2. This Act comes into force on the day it receives ^°n^®°°®"
Royal Assent.

3. This Act may be cited as The Business Cor/>ora/to«s8^ort title

Amendment Act, 1972.

217



'!>!

l'i/\ 8fic»ilfrio€|io') ^p*i{ii«?ti4

to

o

I'

c



BILL 218
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21 Elizabeth II, 1972
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ending the 31st day of March, 1973
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BILL 218 1972

An Act for granting to Her Majesty certain
sums of money for the Public Service for the
fiscal year ending the 31st day of March, 1973

Most Gracious Sovereign:

WHEREAS it appears by messages from the Honourable Preamble

William Ross Macdonald, Lieutenant Governor of the

Province of Ontario, and the estimates accompanying the

same, that the sums mentioned in the Schedule to this Act

are required to defray certain charges and expenses of the

public service of this Province, not otherwise provided for,

for the fiscal year ending the 31st day of March, 1975, and
for other purposes connected with the public service; may it

therefore please Your Majesty that it be enacted and it is

hereby enacted by the Queen's Most Excellent Majesty, by
and with the advice and consent of the Legislative Assembly
of the Province of Ontario, as follows

:

1.—(1) There may be paid out of the Consolidated Revenue $6,126,217,500
firiT&Qtj6Q for

Fund a sum not exceeding in the whole $6,125,217,500 to be fiscal year
1Q72 7^

applied towards defraying the several charges and expenses

of the public service, not otherwise provided for, from the 1st

day of April, 1972, to the 31st day of March, 1973, as set

forth in the Schedule to this Act, and, subject to subsection 2,

such sum shall be paid and applied only in accordance with

the votes and items of the estimates upon which the Schedule

is based.

(2) Where, in the fiscal year ending the 31st day of March, ^*^«p"°°

1973, powers and duties are assigned and transferred from one

minister of the Crown to another minister of the Crown, the

appropriate sums in the votes and items of the estimates upon
which the Schedule is based that are approved to defray the

charges and expenses of the public service in the exercise and
performance of such powers and duties, may be assigned

and transferred from time to time as required by certificate

of the Management Board of Cabinet to the ministry ad-

ministered by the minister to whom the powers and duties are

so assigned and transferred.
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Aooounting 2, The due application of all moneys expended under this
expenditure Act shall be accounted for to Her Majesty.

Commence- 3^ xhis Act comes into force on the day it receives Royal
Assent.

Short uue 4^ xhis Act may be cited as The Supply Act, 1972.
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SCHEDULE

Office of Lieutenant Governor $ 55,000

Office of the Premier 975,000

Office of the Cabinet 1,589,000

Management Board 2,502,000

Civil Service Commission 3,557,000

Office of the Provincial Auditor 1,161,000

Ministry of Government Services 153,190,000

Ministry of Revenue 210,783,000

Ministry of Treasury, Economics and Inter-

governmental Affairs 169,338,000

Ministry of the Attorney General 55,394,300

Ministry of Consumer and Commercial Relations 24,039,200

Ministry of Correctional Services 72,943,000

Ministry of the Solicitor General 75,348,000

Ministry of Agriculture and Food. 81,313,000

Ministry of the Environment 106,181,000

Ministry of Industry and Tourism 38,453,000

Ministry of Labour 10,845,000

Ministry of Natural Resources 125,607,000

Ministry of Transportation and Communications 593,699,000

Ministry of Colleges and Universities 719,597,000

Ministry of Community and Social Services. .

.

427,505,000
Ministry of Education 1,222,998,000

Ministry of Health 2.028.145,000

$6,125,217,500
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BILL 219 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to repeal
The Wolf and Bear Bounty Act

The Hon. L. Bernier
Minister of Natural Resources

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Note

Self-explanatory.
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BILL 219 1972

An Act to repeal
The Wolf and Bear Bounty Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) The Wolf and Bear Bounty Act, being chapter 500 J|g
i^'^o-

of the Revised Statutes of Ontario, 1970, is repealed. repealed

(2) Section 89 of The Civil Riehts Statute Law Amendment^^'^ ^^^^
^ ' ° amended

Ad, 1971, being chapter 50, is repealed.

2. Any sum to which the corporation of a county or any Payment of

person is entitled to receive from the Province of Ontario

under The Wolf and Bear Bounty Act in respect of a wolf^f^-^^®-
killed on or after the 1st day of April, 1972 and before this

Act comes into force shall be paid out of the Consolidated

Revenue Fund.

3. This Act comes into force on the day it receives Royal m^n^®"^®'
Assent.

4. This Act may be cited as The Wolf and Bear Bounty ^^°^ ***^*'

Repeal Act, 1972.
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21 Elizabeth II, 1972
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BILL 219 1972

An Act to repeal
The Wolf and Bear Bounty Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) The Wolf and Bear Bounty Act, being chapter SOORfjg- ^^^'

of the Revised Statutes of Ontario, 1970, is repealed. repealed

(2) Section 89 of The Civil Rights Statute Law Amendment '^^'^ ^^\

Act, 1971 , being chapter 50, is repealed.

2. Any sum to which the corporation of a county or any ?*y^®°* °^

person is entitled to receive from the Province of Ontario

under The Wolf and Bear Bounty Act in respect of a wolf ^f^^-
^^''•

killed on or after the 1st day of April, 1972 and before this

Act comes into force shall be paid out of the Consolidated

Revenue Fund.

3. This Act comes into force on the day it receives Royal
m°e™t"*°*'*

Assent.

4. This Act may be cited as The Wolf and Bear Bounty ^^°^ *"^«

Repeal Act, 1972.
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BILL 220 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act respecting the Payment of Damages
Caused to Live Stock by Wolves

The Hon. L. Bernier
Minister of Natural Resources

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Notes

Section 1. Interpretation.

^jtt

Section 2. This section provides for the payment of compensation for

live stock injured or killed by wolves, subject to maximum payments and
deduction of payment from other sources.
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BILL 220 1972

An Act respecting the Payment of Damages
Caused to Live Stock by Wolves

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. In this Act, interpre-
tation

(a) "district forester" means the official of the Ministry

designated as the district forester for the adminis-

trative district of the Ministry in which the live

stock in respect of which an application is made
under this Act was killed or injured;

{b) "live stock" means cattle, goats, horses, sheep, swine

or p)oultry that are maintained in accordance with

the practice of good husbandry;

(c) "Minister" means the Minister of Natural Resources;

{d) "Ministry" means the Ministry of Natural Resources

;

(e) "regulations" means the regulations made under this

Act;

{/) "wolf" means any of the species Canis lupus L. or

Cants latrans Say.

2.— (1) Where death of or injury to live stock is caused
^pp^JJjJ^^^°°

by a wolf, the owner of the live stock may make an application pensation

for compensation to the district forester in the manner pre-

scribed by the regulations.

(2) Subject to subsections 3, 4 and 5, the district forester P*y^p*

may, in respect of an application made under subsection 1 ,
pensation

pay to the applicant such amount as the district forester

considers reasonable, but not exceeding the market value of

the live stock in respect of which payment is made.
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Amount^of
(3) No payment shall be made under subsection 2 of an

limited amount in respect of,

(a) a head of cattle in excess of $500

;

(b) a goat in excess of $100;

(c) a horse in excess of $500

;

(d) a sheep in excess of $100;

(e) a head of swine in excess of $100; or

{/) poultry of one owner, killed or injured in any year,

in excess of $500

.

Reducuon (4) Where an applicant is entitled to receive an amount
In payment \ ' ^f

.

• , ,
by reason of under a Contract of msurance against loss by reason of the
iDSur&zico

death of or injury to live stock or under a by-law passed under

^laa"
^^^' subsection 3 of section 13 of The Dog Tax and Live Stock and

Poultry Protection Act, in respect of the live stock for which
he has made application under subsection 1, the district

forester shall apply an amount equal to that amount in

reduction of any payment under subsection 2.

ofcomwensa- (^) ^° payment shall be made under subsection 2 in respect

tion of an animal that died or was injured as a result of infection

attributed to the bite of a wolf.

Hearing 3.—(1) Before refusing to pay compensation to an ap-

plicant or before paying compensation in an amount less

than the amount applied for, the district forester shall cause

an officer in the Ministry to hold a hearing to which the

appUcant shall be a party.

Report (2) The officer holding a hearing under subsection 1 shall

make a report to the district forester of his findings of fact

and law at the hearing.

of^Fgirc'T?. (^) Sections 6 to 16 and 21 to 23 of The Statutory Powers
88.6-16,21-23 Procedure Act, 1971 apply with respect to a hearing under

this section.

Decieion
after
bearing

(4) After considering the report of the officer holding a

hearing under this section, the district forester may refuse

to pay compensation or may award such compensation as he

considers proper and shall give his reasons for his decision

to the applicant.

220



Section 3. Provision is made for hearings and appeals.
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Section 4. This section provides for the appointment of valuers.

Section 5. Self-explanatory.

Section 6. Offences are created for applying for compensation on

more than one occasion and for false information.

ill. Section 7. This provision is made for the making of regulations.
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(5) An applicant who has been refused compensation or^J"^*^

who is not satisfied with the amount of the compensation Minister

awarded by the district forester may, within thirty days of

the maihng of the reasons for the decision of the district

forester, appeal to the Minister from the decision and the

Minister shall consider the report of the officer holding the

hearing and of the district forester and may refuse to pay
compensation or award such compensation as he considers

proper.

4. The Lieutenant Governor in Council may appoint per- Appointment

sons to act as valuers for the purpose of this Act and may
declare persons appointed under section 2 of The Hunter Damage

^Ijg-
^^*''

Compensation Act to be such valuers.

5. The moneys required for the purposes of this Act shall J^one^s

be payable until the 31st day of March, 1973, out of the for Act

Consolidated Revenue Fund and thereafter out of moneys
appropriated therefor by the Legislature.

e.—(1) No person shall apply for compensation under this Prohibited^

Act in respect of an animal in respect of which an application

for compensation under this Act has theretofore been made.

(2) No person shall make a false or misleading statement False
'

1- ^- 1 ,1 • A ,
Information

in an application under this Act.

(3) Every person who contravenes this section is guilty of offences

an offence and on summary conviction is liable to a fine of not

more than $1,000.

7 .— ( 1 ) The Lieutenant Governor in Council may make regu- ResuiaUonB

lations,

(a) prescribing the manner of making an application for

compensation

;

(6) prescribing the conditions under which an application

for compensation may be paid;

(c) prescribing the conditions under which compensation
may be paid;

[d) prescribing forms and providing for their use;

{e) prescribing the duties of valuers.

(2) Any regulation may be limited territorially or as to Regruiations

time or otherwise. United
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commenc*- g^ jjjjs ^^t comes into force on the day it receives Royal
Assent.

Short tmt) 9, This Act may be cited as The Wolf Damage to Live Stock

Compensation Act, 1972.
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BILL 220 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act respecting the Payment of Damages
Caused to Live Stock by Wolves

The Hon. L. Bernier
Minister of Natural Resources

{Reprinted as amended by the Committee of the Whole House)
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Explanatory Notes

Section I. Interpretation.

Section 2. This section provides for the payment of compensation for

live stock injured or killed by wolves, subject to maximum payments and
deduction of payment from other sources.
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BILL 220 1972

An Act respecting the Payment of Damages
Caused to Live Stock by Wolves

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. In this Act, interpre-
tation

(a) "district forester" means the official of the Ministry

designated as the district forester for the adminis-

trative district of the Ministry in which the live

stock in respect of which an application is made
under this Act was killed or injured;

(b) "live stock" means cattle, goats, horses, sheep, swine

or poultry that are maintained in accordance with

the practice of good husbandry;

(c) "Minister" means the Minister of Natural Resources;

{d) "Ministry" means the Ministry of Natural Resources

;

{e) "regulations" means the regulations made under this

Act;

(/) "wolf" means any of the species Cants lupus L. or

Cants latrans Say.

2.— (1) Where death of or injury to live stock is caused ^pp^|j<j^^*°°

by a wolf, the owner of the live stock may make an application pensation

for comf)ensation to the district forester in the manner pre-

scribed by the regulations.

(2) Subject to subsections 3, 4 and 5, the district forester P»y^"*^

may, in respect of an application made under subsection 1 ,
pensation

pay to the applicant such amount as the district forester

considers reasonable, but not exceeding the market value of

the live stock in respect of which payment is made.
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Amount of (3) No payment shall be made under subsection 2 of an
fiSt^ amount in respect of,

(a) a head of cattle in excess of $500;

(b) a goat in excess of $100;

(c) a horse in excess of $500;

(d) a sheep in excess of $100;

(e) a head of swine in excess of $100; or

(/) poultry of one owner, killed or injured in any year,

in excess of $500

.

Redoction (4) Where an applicant is entitled to receive an amount
In payment \ '

'^f. , , , ,
by reason of under a Contract of msurance agamst loss by reason of the

death of or injury to live stock or under a by-law passed under

*'im'
^^^' subsection 3 of section 13 of The Dog Tax and Live Stock and

Poultry Protection Act, in respect of the live stock for which
he has made application under subsection 1, the district

forester shall apply an amount equal to that amount in

reduction of any payment under subsection 2.

ofcoi^Ma- (^) ^° payment shall be made under subsection 2 in respect

tion of an animal that died or was injured as a result of infection

attributed to the bite of a wolf.

^
^^' Hearing 3.—(1) Before refusing to pay compensation to an ap-

plicant or before paying compensation in an amount less

than the amount applied for, the district forester shall cause

an officer in the Ministry to hold a hearing to which the

applicant shall be a party.

''•port (2) The officer holding a hearing under subsection 1 shall

make a report to the district forester of his findings of fact

and law at the hearing.

i^r?*47. (^^ Sections 6 to 16 and 21 to 23 of The Statutory Powers
•.•-16,21-23 Procedure Act, 1971 apply with respect to a hearing under

this section.

gftctaion
(4) After considering the report of the officer holding a

hearing hearing under this section, the district forester may refuse

to pay compensation or may award such compensation as he

considers proper and shall give his reasons for his decision

to the applicant.
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Section 3. Provision is made for hearings and appeals
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Section 4. This section provides for the appointment of valuers.

Section 5. Self-explanatory.

Section 6. Offences are created for applying for compensation on

more than one occasion and for false information.

Section 7. This provision is made for the making of regulations.

220



(5) An applicant who has been refused compensation of^pp®^

who is not satisfied with the amount of the compensation Minister

awarded by the district forester may, within thirty days of

the maihng of the reasons for the decision of the district

forester, appeal to the Minister from the decision and the

Minister shall consider the report of the officer holding the

hearing and of the district forester and may refuse to pay
compensation or award such compensation as he considers

proper.

4. The Lieutenant Governor in Council may appoint per- Appointment

sons to act as valuers for the purpose of this Act and may °

declare persons appointed under section 2 of The Hunter Damage
^fig-

^^®'

Compensation Act to be such valuers.

5. The moneys required for the purposes of this Act shall Moneys

be payable until the 31st day of March, 1973, out of the for Act

Consolidated Revenue Fund and thereafter out of moneys
appropriated therefor by the Legislature.

6.— (1) No person shall apply for compensation under this ^oj^i^wted^

Act in respect of an animal in respect of which an application

for compensation under this Act has theretofore been made.

(2) No person shall make a false or misleading: statement Faiae
, . ^

.

1 , 1 • » .
Informationm an application under this Act.

(3) Every person who contravenes this section is guilty of offences

an offence and on summary conviction is liable to a fine of not

more than $1,000.

7 .— ( 1 ) The Lieutenant Governor in Council may make regu- Regruiations

lations,
,

(a) prescribing the manner of making an application for

compensation

;

(6) prescribing the conditions under which an appHcation

for compensation may be made;

(c) prescribing the conditions under which compensation

may be paid;

{d) prescribing forms and providing for their use;

{e) prescribing the duties of valuers.

(2) Any regulation may be limited territorially or as to Re^ujationg

time or otherwise. umTted

220



commeaoe- g^ j\^[^ \qi comes into force on the day it receives Royal
nMDt

Assent.

Short title 9, This Act may be cited as The Wolf Damage to Live Stock

Compensation Act, 1972.
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BILL 220 1972

An Act respecting the Payment of Damages
Caused to Live Stock by Wolves

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. In this Act, interpre-
tation

{a) "district forester" means the official of the Ministry

designated as the district forester for the adminis-

trative district of the Ministry in which the live

stock in respect of which an application is made
under this Act was killed or injured;

{b) "live stock" means cattle, goats, horses, sheep, swine

or poultry that are maintained in accordance with

the practice of good husbandry;

(c) "Minister" means the Minister of Natural Resources;

{d) "Ministry" means the Ministry of Natural Resources

;

(e) "regulations" means the regulations made under this

Act;

(/) "wolf" means any of the species Cants lupus L. or

Cams latrans Say.

2.—(1) Where death of or injury to live stock is caused
^pp^Jj<jJj;^*°°

by a wolf, the owner of the live stock may make an application pensation

for compensation to the district forester in the manner pre-

scribed by the regulations.

(2) Subject to subsections 3, 4 and 5, the district forester P»y^5*

may, in respect of an application made under subsection 1, pensation

pay to the applicant such amount as the district forester

considers reasonable, but not exceeding the market value of

the live stock in respect of which payment is made.
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Amount of (3) No pavment shall be made under subsection 2 of an
payment ^ '

.
'^ -^

limited amount m resp)ect of,

(a) a head of cattle in excess of $500

;

(b) a goat in excess of $100;

(c) a horse in excess of $500;

{d) a sheep in excess of $100;

(e) a head of swine in excess of $100; or

(/) poultry of one owner, killed or injured in any year,

in excess of $500

.

Reduction (4) Where an applicant is entitled to receive an amount
In payment \ ' ^f

.

i i

by reason of under a contract of insurance aerainst loss by reason of the
Idsuit&iicg

death of or injury to live stock or under a by-law passed under

^133 ^^°" subsection 3 of section 13 of The Dog Tax and Live Stock and
Poultry Protection Act, in respect of the hve stock for which

he has made application under subsection 1, the district

forester shall apply an amount equal to that amount in

reduction of any payment under subsection 2.

No payment (5) No payment shall be made Under subsection 2 in respect
of compensa- ^ ' r j

t r • t
tion of an animal that died or was injured as a result of infection

attributed to the bite of a wolf.

Hearing 3.—(1) Before refusing to pay compensation to an ap-

plicant or before paying compensation in an amount less

than the amount applied for, the district forester shall cause

an officer in the Ministry to hold a hearing to which the

applicant shall be a party.

Report (2) The officer holding a hearing under subsection 1 shall

make a report to the district forester of his findings of fact

and law at the hearing.

Apjjication (3) Sections 6 to 16 and 21 to 23 of The Statutory Powers
88.6-16.21-23 Procedure Act, 1971 apply with respect to a hearing under

this section.

Decuion
(4) After considering the report of the officer holding a

hearing hearing under this section, the district forester may refuse

to pay compensation or may award such compensation as he

considers proper and shall give his reasons for his decision

to the applicant.
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(5) An applicant who has been refused compensation or^J^P^I^

who is not satisfied with the amount of the compensation Minister

awarded by the district forester may, within thirty days of

the maihng of the reasons for the decision of the district

forester, appeal to the Minister from the decision and the

Minister shall consider the report of the officer holding the

hearing and of the district forester and may refuse to pay
compensation or award such compensation as he considers

proper.

4. The Lieutenant Governor in Council may appoint per- Appointment

sons to act as valuers for the purpose of this Act and may
declare persons appointed under section 2 of The Hunter Damage

^fis'
^^^'

Compensation Act to be such valuers.

5. The moneys required for the purposes of this Act shall Moneys
J ^ r r required

be payable until the 31st day of March, 1973, out of the for Act

Consolidated Revenue Fund and thereafter out of moneys
appropriated therefor by the Legislature.

6.— (1) No person shall apply for compensation under this Prohibited^

Act in respect of an animal in respect of which an application

for compensation under this Act has theretofore been made.

(2) No person shall make a false or misleading statement False
. ^ ' ,• ^- 1 ., • * .

informationm an application under this Act.

(3) Every person who contravenes this section is guilty of offences

an offence and on summary conviction is liable to a fine of not

more than $1,000.

7 .— ( 1 ) The Lieutenant Governor in Council may make regu- Regulations

lations,

{a) prescribing the manner of making an application for

compensation

;

(6) prescribing the conditions under which an application

for compensation may be made

;

(c) prescribing the conditions under which compensation

may be paid

;

(d) prescribing forms and providing for their use;

(e) prescribing the duties of valuers.

(2) Any regulation may be limited territorially or as to Regulations

time or otherwise. limited
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ment"*"*^* 8. 1 liis Act comes into force on the day it receives Royal
Assent.

Short title 9, Jhis Act may be cited as The Wolf Damage to Live Stock

Compensation Act, 1972.
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Explanatory Notes

The Bill provides that the provincial rate of income tax will remain

at 30.5 per cent of federal tax payable for 1973. The remaining provisions of

the Bill are concerned with clarification of the effects of the property tax

credit introduced last June as part of The Income Tax Ad.

Section 1—Subsection 1. The rate of 30.5 per cent that applied in 1972

is continued for 1973.

Subsection 2. The amendment ensures that a taxpayer's foreign tax

credit is taken into account before the deduction that he is entitled to on

account of his property tax credit.

Section 2. The re-enactment of section 66 of the Act makes certain

minor changes in wording and adds subsections to clarify the intent of the

original enactment.

Subsection 1 contains definitions of terms used. The definitions of

"municipal tax" and "occupancy cost" have been altered to ensure that only

rent or property tax paid for occupation during 1972 and subsequent years

will be taken into account in determining a person's property tax credit.

A definition of "individual" has been added to make it clear that cor-

porations, trusts or estates may not claim the property tax credit.

Subsection 2 provides for the deduction of the property tax credit

from the provincial tax.

Subsection 3 limits to $25 the occupancy cost for any portion of the

year in which a full-time student resides in a prescribed students' residence.

Subsection 4 makes it clear that the estate of a deceased person will

be able to claim a part of the property tax credit for the portion of the

year during which he was alive.

Subsection 5 makes it clear that if the property tax credit exceeds the pro-

vincial tax, the excess will be paid to the taxpayer unless he owes taxes

to the Government, and in that case the amount of the credit will be

used to meet that obligation.

Subsection 6 provides that where a principal taxpayer has successively

occupied more than one principal residence in the year, his occupancy cost

for each principal residence is prorated according to the length of time
that he occupied each residence.

Subsection 7 allocates the occupancy cost of property among the

owners or tenants of the property where the owners or tenants reside

on that property.

Subsection 8 permits a tenant who furnishes work or services to his

landlord instead of paying rent to include in calculating his occupancy

cost the value of the rent that he does not pay, but only to the extent that

this benefit is also included in computing his income for tax purposes.
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BILL 221 1972

An Act to amend The Income Tax Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1.—(1) Clause h of subsection 3 of section 3 of The income
^-^^^^^^f^^

Tax Act, being chapter 217 of the Revised Statutes of Ontario,

1970, as enacted by the Statutes of Ontario, 1971 (2nd

Session), chapter 1, section 3, is repealed and the following

substituted therefor

:

{h) 30.5 per cent in respect of the 1972 and 1973

taxation years.

a),
re-enacted(2) Subsection 7 of the said section 3, as enacted by the^^^

Statutes of Ontario, 1971 (2nd Session), chapter 1, section 3,

is repealed and the following substituted therefor

:

(7) For the purposes of subsection 6,
Definitions

(a) the non-business-income tax paid by an

individual to the government of a country

other than Canada in respect of his income
for a year is the non-business-income tax paid

by him to the government of that country

in respect of that year as computed under
clause c of subsection 7 of section 126 of the

Federal Act for the purposes of that Act ; and

(b) the expressions "tax payable by him under
this Act" and "tax otherwise payable under
this Act" refer to the tax calculated under
this Act without the deduction authorized

by subsection 2 of section 6b.

2. Section 66 of the said Act, as enacted by the Statutes
J^^^^^,^^^

of Ontario, 1972, chapter 100, section 4, is repealed and the

following substituted therefor:

221



utt^'^' 66.— (1) In this section,

cc. 370. 256

(a) "housing unit" includes any premises that an

individual ordinarily occupies and inhabits as

his residence in the taxation year, but does

not include any premises that are part of any

charitable institution, home for special care,

home for the aged, private nursing home or

public nursing home that is prescribed in the

regulations

;

(6) "individual" does not include a trust or estate

as defined in subsection 1 of section 104 of the

Federal Act

;

(c) "municipal tax" means,

(i) taxes for municipal and school purposes

levied in respect of real property in

Ontario that is assessed as residential

or farm property.

11 taxes levied for local improvements to

real property in Ontario,

R.S.0. 1970. (iii) taxes levied under The Provincial Land

Tax Act or The Local Roads Boards
***

Act, and
J-

(iv) such other taxes or special rates as are

prescribed in the regulations,

but "municipal tax" does not include any

tax or rate that was payable prior to the 1st

day of January, 1972

;

{d) "occupancy cost" means,

(i) municipal tax paid in the taxation year

by a principal taxpayer or by his

spouse in respect of a principal residence

of the principal taxpayer, or

(ii) 20 per cent of the rent paid in the

taxation year by a principal taxpayer or

by his spouse for occupation of a princi-

pal residence of the principal taxpayer

if such rent has been calculated to

exclude all payments on account of

meals or board and to exclude all pay-
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ments of rent for occupation prior to the

1st day of January, 1972, but this sub-

clause does not apply to any principal

taxpayer if he or his spouse, while pay-

ing rent for his principal residence, was
also liable to pay municipal tax thereon

by reason of any agreement with the

lessor of the principal residence or for

any other reason;

(e) "principal residence" means a housing unit in

Ontario that is either owned by or rented to

the principal taxpayer or his spouse, and
that was during the taxation year occupied

by the principal taxpayer as his principal

residence, and that is designated by the

principal taxpayer in prescribed manner as a

principal residence of his in the taxation

year;

(J) "principal taxpayer" means an individual

who on the last day of the taxation year

occupies and inhabits a principal residence

except when that individual on the last day
of the taxation year occupies and inhabits

a principal residence with his spouse, in which
case "principal taxpayer" means that spouse

who has the higher taxable income for the

taxation year, but "principal taxpayer" does

not include any individual under the age of

16 years on the last day of the taxation year,

or any individual under the age of 21 years on

the last day of the taxation year who resides

in a principal residence of and is claimed as

a dependant by another taxpayer in that

taxation year.

(2) A principal taxpayer may deduct from the tax Property

otherwise payable by him under this Act for the

taxation year an amount equal to the least of,

(a) where his occupancy cost is $90 or more in

the taxation year, the aggregate of $90 and 10

per cent of his occupancy cost minus 1 per

cent of the taxable income of the principal

taxpayer for the taxation year

;

(b) where his occupancy cost is less than $90 in

the taxation year, his occupancy cost minus
1 per cent of the taxable income of the

principal taxpayer in the taxation year ; or

(c) $250.
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Deemed
oooapancy
cost Tor
students

(3) Where, during the taxation year, the principal

residence of a principal taxpayer who is a full-time

student at a college, university or school of nursing

is in a students' residence that is prescribed in the

regulations, the occupancy cost for every principal

taxpayer so resident shall be deemed to be $25 for

that portion of the taxation year during which a

prescribed students' residence was the principal

residence of the principal taxpayer.

Deceased
taxpayer's
credit

(4) Where an individual dies in the taxation year

having had a principal residence immediately before

his death, and he or his spouse has paid any rental

or municipal tax in relation to the principal residence,

the legal representative of such deceased individual

may claim from the tax otherwise payable under

this Act for the portion of the taxation year during

which the deceased lived the deduction that could

have been claimed under subsection 2 in relation

to the amount so paid by the deceased or by his

spouse as if the deceased taxpayer had been the

principal taxpayer in relation to such principal

residence.

Refund (5) The amount by which the deduction to which a

principal taxpayer is entitled under subsection 2

exceeds his tax payable under this Act calculated

without reference to this section shall be paid by the

Treasurer to the principal taxpayer unless the

principal taxpayer is indebted for tax, interest or

penalties under this Act or the Federal Act for a

prior taxation year, and in such case, the amount
shall be applied by the Treasurer to reduce and, if

possible, to discharge such indebtedness, and any
part of the amount not so applied shall be paid to

the principal taxpayer.

Occupancy
cost for
two or more
principal
residences

(6) Where a principal taxpayer has occupied more than

one principal residence in the taxation year, he shall,

in calculating his occupancy cost, take into account

only that portion of his total occupancy cost in the

taxation year for each principal residence that is in

the same ratio to his total occupancy cost in the

taxation year for that principal residence as the

number of days in the taxation year that the

principal taxpayer occupied that principal residence

is to the number of days for which such occupancy
cost was paid for that principal residence, but no
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principal taxpayer shall claim occupancy cost for

more than one principal residence during the same
period of time.

(7) Where two or more principal taxpayers, either J°*°*'^j.j^
^

iointlv or in common, own or rent a principal principal'.,-'., . ,

'^ ^ residence
residence m the taxation year, the occupancy cost

thereof shall be allocated to each such principal

taxpayer according to his beneficial ownership of the

principal residence or according to the portion of

the rent for the principal residence that each principal

taxpayer paid in the taxation year, as the case may
be.

(8) Where a principal taxpayer, instead of paying full
J.^P^'ited

rent for the occupation of a principal residence

that he does not own. furnishes work or services to the

owner or lessee of the principal taxpayer's principal

residence, the value of the benefit that the principal

taxpayer receives from paying less than full rent

may, for the purposes of determining his occupancy
cost, be included by the principal taxpayer as part

of the rent that he has paid with respect to the

principal residence, but the amount of such benefit

may be so included only to the extent that the

benefit is included as part of the principal taxpayer's

income for that taxation year computed for the pur-

pose of determining the tax payable under Part I

of the Federal Act by the principal taxpayer.

3, This Act comes into force on the day it receives Royal ^°^^®i^ce-

Assent and applies with respect to the 1972 and subsequent

taxation years.

4. This Act may be cited as The Income Tax Amendment^^^^^^^^^^

Act, 1972 {No. 2).
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Explanatory Notes

The Bill provides that the provincial rate of income tax will remain

at 30.5 per cent of federal tax payable for 1973. The remaining provisions of

the Bill are concerned with clarification of the effects of the property tax

credit introduced last June as part of The Income Tax Act.

Section 1—Subsection 1. The rate of 30.5 per cent that applied in 1972

is continued for 1973.

Subsection 2. The amendment ensures that a taxpayer's foreign tax

credit is taken into account before the deduction that he is entitled to on
account of his property tax credit.

Section 2. The re-enactment of section 66 of the Act makes certain
minor changes in wording and adds subsections to clarify the intent of the
original enactment.

Subsection 1 contains definitions of terms used. The definitions of

"municipal tax" and "occupancy cost" have been altered to ensure that only

rent or property tax paid for occupation during 1972 and subsequent years

will be taken into account in determining a person's property tax credit.

A definition of "individual" has been added to make it clear that cor-

p>orations, trusts or estates may not claim the projjerty tax credit.

Subsection 2 provides for the deduction of the property tax credit

from the provincial tax.

Subsection 3 limits to $25 the occupancy cost for any portion of the

year in which a full-time student resides in a prescribed students' residence.

Subsection 4 makes it clear that the estate of a deceased person will

be able to claim a part of the property tax credit for the portion of the

year during which he was alive.

Subsection 5 makes it clear that if the property tax credit exceeds the pro-

vincial tax, the excess will be paid to the taxpayer unless he owes taxes

to the Government, and in that case the amount of the credit will be

used to meet that obligation.

Subsection 6 provides that where a principal taxpayer has successively

occupied more than one principal residence in the year, his occupancy cost

for each principal residence is prorated according to the length of time
that he occupied each resilience.

Subsection 7 allocates the occupancy cost of property among the

owners or tenants of the property where the owners or tenants reside

on that property.

Subsection 8 permits a tenant who furnishes work or services to his

»S landlord instead of paying rent to include in calculating his occupancy
5- cost the value of the rent that he docs not pay, but only to the extent that

^ f* this benefit is also included in computing his income for tax purposes.
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BILL 221 1972

An Act to amend The Income Tax Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1,—(1) Clause h of subsection 3 of section 3 of The Income^^-^_^^gj^^^

Tax Act, being chapter 217 of the Revised Statutes of Ontario,

1970, as enacted by the Statutes of Ontario, 1971 (2nd

Session), chapter 1, section 3, is repealed and the following

substituted therefor

:

{h) 30.5 per cent in respect of the 1972 and 1973

taxation years.

(7),

re-enacted(2) Subsection 7 of the said section 3, as enacted by the^^^

Statutes of Ontario, 1971 (2nd Session), chapter 1, section 3,

is repealed and the following substituted therefor

:

(7) For the purposes of subsection 6,
Definitions

(a) the non-business-income tax paid by an
individual to the government of a country

other than Canada in respect of his income
for a year is the non-business-income tax paid

by him to the government of that country

in respect of that year as computed under
clause c of subsection 7 of section 126 of the

Federal Act for the purposes of that Act ; and

(6) the expressions "tax payable by him under
this Act" and "tax otherwise payable under

this Act" refer to the tax calculated under

this Act without the deduction authorized

by subsection 2 of section 66.

2. Section 66 of the said Act, as enacted by the Statutes ^^f^^^^^^
of Ontario, 1972, chapter 100, section 4, is repealed and the

following substituted therefor

:
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uum"*" 66.—(1) In this section,

(a) "housing unit" includes any premises that an
individual ordinarily occupies and inhabits as

his residence in the taxation year, but does
not include any premises that are part of any
charitable institution, home for special care,

home for the aged, private nursing home or

public nursing home that is prescribed in the

regulations

;

(b) "individual" does not include a trust or estate

as defined in subsection 1 of section 104 of the
Federal Act

;

(c) "municipal tax" means,

(i) taxes for municipal and school purposes
levied in respect of real property in

Ontario that is assessed as residential

or farm property,

(ii) taxes levied for local improvements to

real property in Ontario,

?c^3?6/S' ("^) t^xes levied under The Provincial Land
Tax Act or The Local Roads Boards
Act, and

(iv) such other taxes or special rates as are

prescribed in the regulations,

but "municipal tax" does not include any
tax or rate that was payable prior to the 1st

day of January, 1972

;

(d) "occupancy cost" means,

(i) municipal tax paid in the taxation year
by a principal taxpayer or by his

spouse in respect of a principal residence

of the principal taxpayer, or

(ii) 20 per cent of the rent paid in the

taxation year by a principal taxpayer or

by his spouse for occupation of a princi-

pal residence of the principal taxpayer
if such rent has been calculated to

exclude all payments on account of

meals or board and to exclude all pay-
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ments of rent for occupation prior to the

1st day of January, 1972, but this sub-

clause does not apply to any principal

taxpayer if he or his spouse, while pay-
ing rent for his principal residence, was
also liable to pay municipal tax thereon

by reason of any agreement with the

lessor of the principal residence or for

any other reason;

(e) "principal residence" means a housing unit in

Ontario that is either owned by or rented to

the principal taxpayer or his spouse, and
that was during the taxation year occupied

by the principal taxpayer as his principal

residence, and that is designated by the

principal taxpayer in prescribed manner as a

principal residence of his in the taxation

year;

(/) "principal taxpayer" means an individual

who on the last day of the taxation year

occupies and inhabits a principal residence

except when that individual on the last day
of the taxation year occupies and inhabits

a principal residence with his spouse, in which
case "principal taxpayer" means that spouse

who has the higher taxable income for the

taxation year, but "principal taxpayer" does

not include any individual under the age of

16 years on the last day of the taxation year,

or any individual under the age of 21 years on

the last day of the taxation year who resides

in a principal residence of and is claimed as

a dependant by another taxpayer in that

taxation year.

(2) A principal taxpayer may deduct from the tax Property

otherwise payable by him under this Act for the

taxation year an amount equal to the least of,

(a) where his occupancy cost is $90 or more in

the taxation year, the aggregate of $90 and 10

per cent of his occupancy cost minus 1 per

cent of the taxable income of the principal

taxpayer for the taxation year

;

(b) where his occupancy cost is less than $90 in

the taxation year, his occupancy cost minus
1 per cent of the taxable income of the

principal taxpayer in the taxation year ; or

(f) $250.
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(3) Where, during the taxation year, the principal

residence of a principal taxpayer who is a full-time

student at a college, university or school of nursing

is in a students' residence that is prescribed in the

regulations, the occupancy cost for every principal

taxpayer so resident shall be deemed to be $25 for

that portion of the taxation year during which a

prescribed students' residence was the principal

residence of the principal taxpayer.

Deceased
taxpayer's
credit

(4) Where an individual dies in the taxation year

having had a principal residence immediately before

his death, and he or his spouse has paid any rental

or municipal tax in relation to the principal residence,

the legal representative of such deceased individual

may claim from the tax otherwise payable under

this Act for the portion of the taxation year during

which the deceased lived the deduction that could

have been claimed under subsection 2 in relation

to the amount so paid by the deceased or by his

spouse as if the deceased taxpayer had been the

principal taxpayer in relation to such principal

residence.

Refund (5) The amount by which the deduction to which a

principal taxpayer is entitled under subsection 2

exceeds his tax payable under this Act calculated

without reference to this section shall be paid by the

Treasurer to the principal taxpayer unless the

principal taxpayer is indebted for tax, interest or

penalties under this Act or the Federal Act for a

prior taxation year, and in such case, the amount
shall be applied by the Treasurer to reduce and, if

possible, to discharge such indebtedness, and any
part of the amount not so appHed shall be paid to

the principal taxpayer.

Occupancy
cost for
two or more
principal
residences

(6) Where a principal taxpayer has occupied more than

one principal residence in the taxation year, he shall,

in calculating his occupancy cost, take into account

only that portion of his total occupancy cost in the

taxation year for each principal residence that is in

the same ratio to his total occupancy cost in the

taxation year for that principal residence as the

number of days in the taxation year that the

principal taxpayer occupied that principal residence

is to the number of days for which such occupancy
cost was paid for that principal residence, but no
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principal taxpayer shall claim occupancy cost for

more than one principal residence during the same
period of time.

(7) Where two or more principal taxpayers, either J^^^^^^j^j^^j

iointly or in common, own or rent a principal principal
^

. ,
-^

. , ,

'^ ^ residence
residence m the taxation year, the occupancy cost

thereof shall be allocated to each such principal

taxpayer according to his beneficial ownership of the

principal residence or according to the portion of

the rent for the principal residence that each principal

taxpayer paid in the taxation year, as the case may
be.

(8) Where a principal taxpayer, instead of paying full imputed

rent for the occupation of a principal residence

that he does not own, furnishes work or services to the

owner or lessee of the principal taxpayer's principal

residence, the value of the benefit that the principal

taxpayer receives from paying less than full rent

may, for the purposes of determining his occupancy
cost, be included by the principal taxpayer as part

of the rent that he has paid with respect to the

principal residence, but the amount of such benefit

may be so included only to the extent that the

benefit is included as part of the principal taxpayer's

income for that taxation year computed for the pur-

pose of determining the tax payable under Part I

of the Federal Act by the principal taxpayer.

(9) Notwithstanding clause / of subsection 1, if an in- Deemed

dividual occupies and inhabits with his spouse a taxpayer

principal residence on the last day of the taxation

year, and if that individual and his spouse have the

same amount of taxable income in the taxation year

or have no taxable income in the taxation year, they
may agree between them which of them shall claim

the deduction permitted under subsection 2, and the

individual thus agreed upon shall be deemed to be
the principal taxpayer.

3. This Act comes into force on the day it receives Royal ^°
n^®°*^®'

Assent and applies with respect to the 1972 and subsequent

taxation years.

4. This Act may be cited as The Income Tax Amendment^^°^^^^^^^

Act. 1972 {No. 2).
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BILL 221 1972

An Act to amend The Income Tax Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

;

1.—(1) Clause h of subsection 3 of section 3 of The income
^-^^^H^f^'^

Tax Ad, being chapter 217 of the Revised Statutes of Ontario,

1970, as enacted by the Statutes of Ontario, 1971 (2nd

Session), chapter 1, section 3, is repealed and the following

substituted therefor

:

(h) 30.5 per cent in respect of the 1972 and 1973

taxation years.

(7).

re-enacted(2) Subsection 7 of the said section 3, as enacted by the^^^^

Statutes of Ontario, 1971 (2nd Session), chapter 1, section 3,

is repealed and the following substituted therefor

:

(7) For the purposes of subsection 6, Definitions

(a) the non-business-income tax paid by an
individual to the government of a country

other than Canada in respect of his income
for a year is the non-business-income tax paid

by him to the government of that country

in respect of that year as computed under
clause c of subsection 7 of section 126 of the

Federal Act for the purposes of that Act ; and

(6) the expressions "tax payable by him under

this Act" and "tax otherwise payable under
this Act" refer to the tax calculated under
this Act without the deduction authorized

by subsection 2 of section 6b.

2. Section 6b of the said Act, as enacted by the Statutes s^f*^^^^,^^

of Ontario, 1972, chapter 100, section 4, is repealed and the

following substituted therefor

:
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\llZn"" 6b.—(1) In this section,

(a) "housing unit" includes any premises that an
individual ordinarily occupies and inhabits as

his residence in the taxation year, but does
not include any premises that are part of any
charitable institution, home for special care,

home for the aged, private nursing home or

pubhc nursing home that is prescribed in the

regulations

;

(b) "individual" does not include a trust or estate

as defined in subsection 1 of section 104 of the

Federal Act

;

(c) "municipal tax" means,

(i) taxes for municipal and school purposes
levied in respect of real property in

Ontario that is assessed as residential

or farm property,

(ii) taxes levied for local improvements to

real property in Ontario,

cc^376
^^' ("^) taxes levied under The Provincial Land

Tax Act or The Local Roads Boards
Act, And

(iv) such other taxes or special rates as are

prescribed in the regulations,

but "municipal tax" does not include any
tax or rate that was payable prior to the 1st

day of January, 1972

;

{d)
'

'occupancy cost
'

' means

,

(i) municipal tax paid in the taxation year

by a principal taxpayer or by his

spouse in respect of a principal residence

of the principal taxpayer, or

(ii) 20 per cent of the rent paid in the

taxation year by a principal taxpayer or

by his spouse for occupation of a princi-

pal residence of the principal taxpayer
if such rent has been calculated to

exclude all payments on account of

meals or board and to exclude all pay-

221



ments of rent for occupation prior to the

1st day of January, 1972, but this sub-

clause does not apply to any principal

taxpayer if he or his spouse, while pay-

ing rent for his principal residence, was
also liable to pay municipal tax thereon

by reason of any agreement with the

lessor of the principal residence or for

any other reason

;

(e) "principal residence" means a housing unit in

Ontario that is either owned by or rented to

the principal taxpayer or his spouse, and
that was during the taxation year occupied

by the principal taxpayer as his principal

residence, and that is designated by the

principal taxpayer in prescribed manner as a

principal residence of his in the taxation

year;

(J) "principal taxpayer" means an individual

who on the last day of the taxation year

occupies and inhabits a principal residence

except when that individual on the last day
of the taxation year occupies and inhabits

a principal residence with his spouse, in which
case "principal taxpayer" means that spouse

who has the higher taxable income for the

taxation year, but "principal taxpayer" does

not include any individual under the age of

16 years on the last day of the taxation year,

or any individual under the age of 2 1 years on

the last day of the taxation year who resides

in a principal residence of and is claimed as

a dependant by another taxpayer in that

taxation year.

(2) A principal taxpayer may deduct from the tax Property^

otherwise payable by him under this Act for the

taxation year an amount equal to the least of,

(a) where his occupancy cost is $90 or more in

the taxation year, the aggregate of $90 and 10

per cent of his occupancy cost minus 1 per

cent of the taxable income of the principal

taxpayer for the taxation year

;

{b) where his occupancy cost is less than $90 in

the taxation year, his occupancy cost minus

1 per cent of the taxable income of the

principal taxpayer in the taxation year ; or

tax credit

(c) $250.
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DewiMd
ooonpanoy
ooatfor
students

(3) Where, during the taxation year, the principal

residence of a principal taxpayer who is a fuU-time

student at a college, university or school of nursing

is in a students' residence that is prescribed in the
regulations, the occupancy cost for every principal

taxpayer so resident shall be deemed to be $25 for

that portion of the taxation year during which a
prescribed students' residence was the principal

residence of the principal taxpayer.

Deceased
taxpayer's
credit

(4) Where an individual dies in the taxation year

having had a principal residence immediately before

his death, and he or his spouse has paid any rental

or municipal tax in relation to the principal residence,

the legal representative of such deceased individual

may claim from the tax otherwise payable under

this Act for the portion of the taxation year during

which the deceased liveci the deduction that could

have been claimed under subsection 2 in relation

to the amount so paid by the deceased or by his

spouse as if the deceased taxpayer had been the

principal taxpayer in relation to such principal

residence.

Refund
(5) The amount by which the deduction to which a

principal taxpayer is entitled under subsection 2

exceeds his tax payable under this Act calculated

without reference to this section shall be paid by the

Treasurer to the principal taxpayer unless the

principal taxpayer is indebted for tax, interest or

penalties under this Act or the Federal Act for a

prior taxation year, and in such case, the amount
shall be appHed by the Treasurer to reduce and, if

possible, to discharge such indebtedness, and any
part of the amount not so applied shall be paid to

the principal taxpayer.

Occupancy
cost for
two or more
principal
residences

(6) Where a principal taxpayer has occupied more than
one principal residence in the taxation year, he shall,

in calculating his occupancy cost, take into account
only that portion of his total occupancy cost in the

taxation year for each principal residence that is in

the same ratio to his total occupancy cost in the

taxation year for that principal residence as the

number of days in the taxation year that the

principal taxpayer occupied that principal residence

is to the number of days for which such occupancy
cost was paid for that principal residence, but no
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principal taxpayer shall claim occupancy cost for

more than one principal residence during the same
period of time.

(7) Where two or more principal taxpayers, either J°i°^j^j.jjjjj
^^

lointlv or in common, own or rent a principal principal'.-'.
.

r X- residence
residence in the taxation year, the occupancy cost

thereof shall be allocated to each such principal

taxpayer according to his beneficial ownership of the

principal residence or according to the portion of

the rent for the principal residence that each principal

taxpayer paid in the taxation year, as the case may
be.

(8) Where a principal taxpayer, instead of paying full
J^p^^*^®*^

rent for the occupation of a principal residence

that he does not own, furnishes work or services to the

owner or lessee of the principal taxpayer's principal

residence, the value of the benefit that the principal

taxpayer receives from paying less than full rent

may, for the purposes of determining his occupancy

cost, be included by the principal taxpayer as part

of the rent that he has paid with respect to the

principal residence, but the amount of such benefit

may be so included only to the extent that the

benefit is included as part of the principal taxpayer's

income for that taxation year computed for the pur-

pose of determining the tax payable under Part I

of the Federal Act by the principal taxpayer.

(9) Notwithstanding clause / of subsection 1, if an in- Decerned
^

dividual occupies and inhabits with his spouse a taxpayer

principal residence on the last day of the taxation

year, and if that individual and his spouse have the

same amount of taxable income in the taxation year

or have no taxable income in the taxation year, they

may agree between them which of them shall claim

the deduction permitted under subsection 2, and the

individual thus agreed upon shall be deemed to be

the principal taxpayer.

3. This Act comes into force on the day it receives Royal
Si°enr*°°*'

Assent and applies with resf>ect to the 1972 and subsequent

taxation years.

4. This Act may be cited as The Income Tax Amendment^^°'^^^^^^^

Act. 1972 {No. 2).
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Explanatory Notes

The Bill clarifies the application of a number of sections of the Act

and adds to the Act provisions to permit the examination of motor vehicles

with a fuel capacity of more than 40 gallons to ensure that the tax imposed

by the Act is being paid on the fuel used. The Bill further provides for

assessment and appeal procedures where the amount of tax is disputed.

The Bill will also provide for the issue of certificates of exemption to farmers

and commercial fisherman so that they can obtain fuel exempt from tax

rather than paying the tax and subsequently applying for a full refund

of the tax.

Section 1. "Fuel" is redefined to make it clear that any substance

that is added to fuel becomes fuel, and that the resulting mixture is

liable to tax. The definition also makes it clear that gasoline and aviation

fuel which are taxed under The Gasoline Tax Act are not fuels liable to

tax under this Act.

Ut:

Section 2. Subsections 3 and 4 of section 3, as enacted by the Bill,

make it clear that fuel acquired outside Ontario is liable to tax when it

is used in Ontario.

Subsection 5 of section 3 is re-enacted in substantially the same form
as it appears in the Act at present.

Subsection 6, as re-enacted, contains penalties for failing to pay the
tax imposed by the Act, and subsection 8 imposes a penalty on a person
who is not a registrant, but who, contrary to the Act, sells fuel on which
tax is payable.

Subsection 9 provides for the examination of the records of a pjerson

who, contrary to the Act, supplies fuel that becomes taxable, but is not
a registrant.
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BILL 222 1972

An Act to amend
The Motor Vehicle Fuel Tax Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1, Clause a of section 1 of The Motor Vehicle Fuel Tax Act,
re-enacted

being chapter 282 of the Revised Statutes of Ontario, 1970,

as re-enacted by the Statutes of Ontario, 1972, chapter 14,

section 1 , is repealed and the following substituted therefor

:

{a) "fuel" means any gas or liquid that may be used for

the purpose of generating power by internal combus-
tion, and includes any substance added thereto, but

does not include,

(i) any product that is excluded from this Act
by the regulations and to which subsection 5

of section 3 does not apply,

(ii) gasoline on which the tax imposed by The ^f^-
^^^^

Gasoline Tax A ct has been paid, or

(iii) aviation fuel on which the tax imposed by
The Gasoline Tax A ct has been paid and that is

used to create power to propel an aircraft.

2. Subsections 3, 4, 5 and 6 of section 3 of the said Act are re-inaaed
repealed and the following substituted therefor

:

(3) Subject to subsection 5, the tax imposed by sub-
^fj^^^^

section 1 shall be paid at the time the fuel is supplied

to the purchaser or, where the fuel is acquired by the

purchaser outside Ontario, at the time such fuel is used

in Ontario, and the tax imposed by subsection 2 shall

be paid in accordance with section 9.
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Security
for tax (4) Where a purchaser uses in Ontario fuel that was

acquired outside Ontario, such purchaser shall, upon
the demand of the Minister or of some one authorized

by the Minister to make such a demand, furnish to the

Minister security in cash or in such other form as is

satisfactory to the Minister that is sufficient for the

payment of all tax imposed by this Act on the use

by such purchaser in Ontario of fuel on which the

tax imposed by this Act has not been paid, and in

the event that the tax for which the security is given

is not paid, the Minister may realize upon the security

to the extent necessary to pay such tax.

Payment
of tax (5) Where any person places any product that is excluded

from this Act by the regulations in a fuel tank, such
product thereupon becomes taxable as fuel under
this Act and is no longer excluded from this Act, and
the person so doing shall forthwith pay the tax imposed
by this Act on such fuel to the Treasurer directly or

through any registrant.

Penalty

Idem

(6) Every person who knowingly fails to pay the tax

imposed by subsection 1 , 2 or 5 when required by this

Act is guilty of an offence and on summary con-

viction is liable to a fine of not less than the amount of

the tax that he failed to pay and of an additional

amount that is not less than $100 and not more than

$5,000.

(7) Every person who fails to comply with subsection 4 is

guilty of an offence and on summary conviction is

liable to a fine of not less than $100 and not more
than $500.

Idem

~i ^

Ebcamination
of books, etc.

(8) Every person who is not a registrant and who know-
ingly supplies or makes available to a purchaser fuel

that becomes taxable under this Act is guilty of an

offence and on summary conviction is liable to a

fine of not less than the amount of tax imposed by this

Act on the fuel that he has supplied or made available

to a purchaser plus an amount that is not less than

$100 and not more than $5,000.

(9) Where it is established to the satisfaction of the

Minister that a person who is not a registrant has

supplied or made available to a purchaser fuel that

becomes taxable under this Act, any person thereunto

authorized by the Minister may enter upon the

business premises of such person who is not a regis-

trant and may audit and examine the books, records



and accounts of such person to ascertain the amount
of fuel that has been supphed under subsection 8 and
the amount of tax that is payable with respect

thereto.

3. Subsection 1 of section 4 of the said Act is amended by l-i
(1),

amended
striking out "on the portion of such fuel in excess of forty

imperial gallons" in the sixth line.

4. The said Act is amended by adding thereto the following
Ina^'ted

section

:

4a.—(1) For the purpose of ascertaining that the tax Detention

imposed by this Act has been paid on fuel in the examination

fuel tank of a motor vehicle, or for the purpose of vehicle

ascertaining whether any tax imposed by this Act
on such fuel is payable, any person thereunto author-

ized by the Minister may detain any motor vehicle in

Ontario that has a fuel tank that is capable of

holding more than forty imperial gallons and may
examine such motor vehicle and the fuel contained

in any fuel tank thereof, and may demand proof that

the tax imposed by this Act for the fuel in the fuel

tank of such motor vehicle has been paid.

(2) Every operator of a motor vehicle that may be de-^®°*^*y

tained under subsection 1 who refuses to permit the

detention and examination of such motor vehicle

that is under his control, or who refuses to permit the

examination of the fuel used in such motor vehicle,

is guilty of an offence and on summary conviction

is liable to a fine of not less than $ 100 and not more than

$500 for each offence.

5. Subsection 2 of section 9 of the said Act is amended
Ij^^^)^^^

by striking out "the rate of 7 per cent per annum" in the

fourth line and inserting in lieu thereof "such rate as is

prescribed in the regulations".

6.—(1) Subsections 1, 2 and 3 of section 10 of the said Act Jl^^^^^^^^^^^

are repealed and the following substituted therefor

:

(1) If the Minister, in order for him to assess the tax J^^^^g^^^nd
collectable by a registrant or of the tax payable by a information

registrant or purchaser under this Act or for any
other purpose, desires any information or additional

information, or a return from a registrant or purchaser

who has not made a return or a complete or sufficient

return, he may, by registered letter, demand from
the registrant or purchaser, or from the president,
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Production
of letters,
accounts, etc.

manager, secretary, or any director, agent or rep-

resentative of any registrant or purchaser, such in-

formation, additional information or return, and the

person upon whom the demand is made shall deliver

to the Minister the information, additional informa-

tion or return within the time specified in the

registered letter.

(2) The Minister may, by registered letter, require the

production under oath or otherwise by any registrant

or purchaser, or by the president, manager, secretary,

or any director, agent or representative of any regis-

trant or purchaser, or by any person, partnership,

syndicate, trust or company holding or paying or

liable to pay any portion of the income of such
registrant or purchaser, or by any partner, agent
or official of any such person, partnership, syndicate,

trust or company, of any letters, accounts, invoices,

statements or other documents.

(3) If a registrant or purchaser fails or refuses to keep
adequate books or accounts for the purpose of as-

certaining the amount of the tax payable by him or

payable and collectable by him, as the case may be,

the Minister may require such registrant or purchaser

to keep such records and accounts as the Minister

specifies.

reSnacted (^) Subsections 7, 8 and 9 of the said section 10 are repealed

and the following substituted therefor

:

Records to
be kept

Notice of
assessment (7) After examination of the return of a registrant, the

Minister shall send by mail or by registered mail or

deliver by personal service a notice of assessment to

such registrant verifying or altering the amount of tax

shown to be collectable by the registrant or to be
payable by the registrant in his return, and any
additional tax found to be collectable or payable,

as the case may be, over the amount shown in the

return shall be transmitted within one month from
the date of mailing of the notice of assessment,

whether or not an objection or appeal from the

assessment is made or taken, and such additional tax
shall bear interest at the rate prescribed by the

regulations calculated from the last date prescribed

for making the return to > the date of transmission

to the Treasurer.

Idem
(8) The Minister may at any time he considers reasonable

assess any tax collectable or payable by a registrant

or purchaser under this Act and shall send by mail
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Section 3. Section 4 of the Act is amended to make it clear that a

person in charge of a motor vehicle with a fuel capacity in excess of

40 gallons must keep with him proof that he has paid the tax on all of

the fuel contained in the motor vehicle. Formerly, he was required to

show only that tax was paid on the portion of the fuel in excess of 40

gallons.

Section 4. Section 4fl is added to the Act to permit the examination

of fuel in a motor vehicle to ensure that the tax imposed by the Act has been

paid on fuel that is being used in Ontario. The section does not apply to a

motor vehicle whose maximum fuel capacity is less than 40 gallons.

Section 5. Subsection 2 of section 9 of the Act is amended to permit

the rate of interest mentioned in the subsection to be fixed by regulation.

Section 6. Subsection 1 alters subsections 1, 2 and 3 of section 10 of

the Act to make them applicable to purchasers as well as registrants.

Subsection 2 provides for the assessment of tax and for the giving of a
notice of objection by any person assessed.
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or by registered mail or deliver by personal service

a notice of assessment requiring the registrant or pur-

chaser to transmit the tax assessed forthwith to the

Treasurer.

(9) A registrant or purchaser shall, within one month off^^^|°g°rt
the date of an assessment made against him, transmit

the tax claimed in the assessment whether or not an
objection or appeal from the assessment is out-

standing, and if a registrant or purchaser fails to

transmit the tax at the time required, he shall pay to

the Treasurer interest at the rate prescribed by the

regulations upon the tax from the due date to the

date of transmission to the Treasurer.

(10) Where a registrant or purchaser objects to an assess- ^^^^^^j°^

ment made under this section, he may, within ninety

days from the day of mailing of the notice of assess-

ment, serve on the Minister a notice of objection in

duplicate in the prescribed form setting out the

reasons for the objection and all relevant facts.

(11) A notice of objection under this section shall be s^'*^*^®

served by being sent by registered mail addressed
to the Minister.

7. The said Act is further amended by adding thereto the Inacted"'^
following sections

:

10a.—(1) Upon receipt of a notice of objection, the Minister ^^e°ation
shall with all due despatch reconsider the assessment

and vacate, confirm or vary the assessment or reassess,

and he shall thereupon notify the registrant or

purchaser, as the case may be, of his action by

registered letter.

(2) After the Minister has given the notification required app«*i

by subsection 1, a person who has served notice of

objection under section 10 may appeal to the Supreme
Court to have the assessment vacated or varied or

reassessed, but no appeal under this section shall be

instituted after the expiration of ninety days from
the day notice has been mailed to such person under
subsection 1 that the Minister has confirmed the

assessment or reassessed, and an appeal under this

section shall not be made to the Divisional Court.

(3) An appeal to the Supreme Court shall be instituted
(^^^l\^'^

by serving on the Minister a notice of appeal in

duplicate in the prescribed form and by filing a

copy thereof with the Registrar of the Supreme
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Court or with the local registrar of the Supreme
Court for the county or district in which the person

appealing resides or has his place of business.

Service
(4) A notice of appeal shall be served on the Minister by

being sent by registered mail addressed to the

Minister.

Content of
notice of
appeal

(5) The person appealing shall set out in the notice of

appeal a statement of the allegations of fact and the

statutory provisions and reasons that he intends to

submit in supporting his appeal.

Reply to
notice of
appeal

(6) After the service on him of a notice of appeal

under this section, the Minister shall with all due

despatch serve on the person appealing and file in

the Supreme Court where the notice of appeal was
filed a reply to the notice of appeal admitting or

denying the facts alleged and containing a statement

of such further allegations of fact and of such statutory

provisions and reasons as he intends to rely on.

Matter
deemed
action

(7) Upon the filing of the material referred to in sub-

section 6, the matter shall be deemed to be an action

in the court.

Disposition
of appeal

Idem

(8) The court may dispose of the appeal by,

(a) dismissing it

;

(b) allowing it ; or

(c) allowing it, and,

(i) vacating the assessment,

(i) varying the assessment,

(iii) resorting the original assessment, or

(iv) referring the assessment back to the

Minister for reconsideration and re-

assessment.

(9) The court may, in delivering judgment disposing of

an appeal, order payment or refund of tax by the

appellant or by the Treasurer, as the case may be,

and may make such order as to costs as is considered

proper.
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Section 7. Sections 10a, 106 and 15a are added to the Act. Section 10a
provides a procedure for appealing an assessment made by the Minister,

and section 106 provides for the production of a certificate to prove the
amoimt of tax in issue in a prosecution for failing to pay or remit the tax
imposed by the Act. Section 15a permits the laying of informations for

offences under the Act within six years from the occurrence of the offence.
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Section 8. Section 16 is re-enacted to allow the Minister to take

action against purchasers as well as registrants for the collection of the

tax imposed by the Act. Formerly, the section applied only to registrants.

Beyond extending the section to purchasers, no substantial change has been

made in its provisions.
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Section 9. This section substitutes "notice of assessment" for "notice

of accounting" in order to reflect the introduction of an assessment pro-

cedure contained in subsection 2 of section 6 of the Bill.

Section 10. This section enables the Minister to issue certificates of

exemption to people who would be entitled to a full refund of tax that

they have paid under the Act. This section will only apply to farmers and
commercial fishermen, and is designed to provide a method of permitting

such people to buy fuel without tax instead of first paying the tax and
then applying for a refund of the tax. This section will apply retro-

sp>ectively to April 1, 1972 in order to remove any doubt as to the validity

of the certificate of exemption procedure, which was instituted to benefit

farmers and commercial fishermen, by avoiding their having to pay to

the Crown money that would subsequently be refunded to them in any
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(10) The practice and procedure of the Supreme Court,
^''°^®**'^®

including the right of appeal and the practice and
procedure relating to appeals, apply to every matter
that is deemed to be an action under subsection 7,

and every judgment and order given or made in

every such action may be enforced in the same
manner and by the like process as a judgment or

order given or made in an action commenced in the

court.

(11) No assessment shall be vacated or varied on appeal irregularities

by reason only of any irregularity, informality,

omission or error on the part of any person in the

observance of any directory provision of this Act.

(12) The time within which a notice of objection under ^1°^*°° o^

subsection 10 of section 10 or a notice of appeal under
subsection 2 of this section is to be served may be

extended by the Minister if application for such

extension is made before the time for service of the

notice of objection or notice of appeal, as the case

may be, has expired.

106.—(1) The Minister or Deputy Minister of Revenue certmcate

shall determine the amount of the tax referred to in unpaid tax

subsection 6 or 8 of section 3 or in subsection 5 or 6 of

section 7 from such information as is available to

him and shall issue a certificate as to that amount.

(2) In any prosecution under subsection 6, 7 or 8 of ^^^"^

section 3 or under subsection 5 or 6 of section 7 a

certificate that is signed or that purports to be
signed by the Minister or Deputy Minister of Revenue
and that states the amount of tax that should have
been collected is prima facie evidence of the amount
of tax that should have been collected and of the

authority of the person giving or making the certi-

ficate without any proof of appointment or signature.

(3) Any information in respect of an offence under this information
. ,

'^ . may be for
Act may be for one or more than one offence, and several

no information, warrant, conviction or other pro-
°

ceeding in a prosecution under this Act is objection-

able or insufficient by reason of the fact that it

relates to two or more offences.

(4) Neither the application of any provision of this [^g,****®"

section nor the enforcement of any penalty hereunder independent

suspends or affects any remedy for the recovery of

any tax payable under this Act.
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When 15«. An information in respect of an offence against this

to be laid Act shall be laid within six years of the time when the

matter of the information arose.

» ifi.
, ^ 8. Section 16 of the said Act is repealed and the following

re-enacted
, • r

substituted therefor

:

16.— (1) Upon default of transmission by a registrant of
Recovery of ^ ,, , , , , • <• , i.
tax and any tax collectable by him or of any tax or penalty
"^"^ ^

payable by him or upon default of payment by any
purchaser of any tax payable by him under this Act,

(a) the Minister may bring an action for recovery

thereof in any court of competent jurisdiction

and every such action shall be brought and
executed in and by the name of the Minister

or his name of office and may be continued by
his successor in office as if no change had
occurred, and shall be tried without a jury; or

(b) the Minister may issue a warrant and direct

it to the sheriff of any county or district in

which any property of the registrant or pur-

chaser is located or situate, for the amount
of the tax, interest and penalty, or any of

them owing by the registrant or purchaser,

together with interest thereon from the date of

the issue of the warrant and the costs, expenses

and poundage of the sheriff, and such warrant

has the same force and effect as a writ of

execution issued out of the Supreme Court ; or

(c) the Minister or any officer authorized by him

may enter upon the premises of a registrant or

purchaser or any other place in Ontario where

the books or records of a registrant or pur-

chaser or any part of them are kept and make
such investigation and examination as he con-

siders necessary, and may seize any of the

books and records and may by notice in

writing, require that any person who may be

indebted to a registrant or to a purchaser

shall pay the debt to the Treasurer.

Manner of
(2) A notice under clause c of subsection 1 may be served

notice personally or by registered letter addressed to such

person at the address indicated in the books or

records of the registrant or purchaser and the receipt

of pajnnent of the amount of the indebtedness by
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Section 11. The clauses added to section 21 of the Act will allow

regulations to be made concerning exemptions from tax for fuel used in

certain ways, concerning the contents of certificates of exemption and the

conditions under which they can be used, concerning the giving of informa-

tion to the Minister by registrants with respect to fuel that they sell

exempt from tax, and concerning the fixing of rates of interest payable

under the Act.

Section 12. Subsection 2 provides that the certificate of exemption

procedure added to the Act by section 10 of the Bill will apply as of

April 1, 1972.
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>n;i? the Treasurer constitutes a good and sufficient dis-

charge of the HabiHty of such person to the registrant

or purchaser to the extent of the amount indicated in

the receipt.

(3) Any person discharging any HabiHty to a registrant or
^f^eWoJ

purchaser owing taxes coHectable by him or owing
taxes or penalties payable by him under this Act
after the service of the notice referred to in subsection

2 is personally liable to the Treasurer to the extent of

the amount of the liability discharged between the

person and the registrant or purchaser or to the

extent of the amount of taxes collectable by the

registrant and of taxes, interest and penalties payable

by him or by a purchaser whichever is the lesser

amount, and the Treasurer has the same remedies for

the recovery of such amount from such person as he

has for the recovery from the registrant of a tax

collectable by him or of a tax or penalty payable

by him or by a purchaser under this Act.

9. Subsection 3 of section 18 of the said Act is amended bv ^-
^^^^J'a

•^ amended
stnkmg out notice of accountmg m the second line and
in the sixth and seventh lines and inserting in lieu thereof

in each instance "notice of assessment".

10. The said Act is further amended by adding thereto the s. i8a,

following section

:

18fl.— (1) The provisions of this section apply notwith- A^^iicatU)n

standing any provision of this Act to the contrary.

(2) In this section, "authorized registrant" means a interpre-

, , ,,• , • tatlon
registrant whom the Minister authorizes in writing to

receive certificates of exemption issued under this

section, and no person who is not an authorized

registrant shall receive or act on any such certificate

of exemption.

(3) Where the Minister is satisfied that fuel to be acquired certificate of
^ ' ^ exemption

by a purchaser will be used exclusively by that pur-

chaser in the business of farming or commercial
fishing and where the Minister has determined to

make a full refund of the tax imposed by this Act
on fuel so used by such a purchaser, the Minister may
issue to such purchaser a certificate of exemption that

shall show the date when the certificate is issued,

the name and address of the person to whom the

certificate is issued and a number differentiating that

certificate from other similar certificates, and such
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10

certificate may contain restrictions limiting the time
during which it remains valid, the use to which any
fuel may be put that is purchased through the use

of the certificate, and such other restrictions as the

Minister considers necessary.

Bzemption
for purchaser

(4) Any purchaser to whom a certificate of exemption is

issued may, by complying with the terms of the

certificate and after delivering the certificate up to an
authorized registrant, purchase from that authorized

registrant fuel exempt from the tax otherwise payable
under this Act, and such purchaser is not liable to

pay the tax imposed by this Act unless he uses such
fuel in a manner that is not authorized by the

certificate.

When
authorized
regrlstrant
not to collect
tax

Certificate
to be
recorded

(5) An authorized registrant who sells or supplies fuel

to a purchaser who is acquiring such fuel pursuant to a

certificate of exemption issued under this Act shall

not, while the certificate remains valid, collect from
such purchaser any tax on any fuel that is purchased
from such authorized registrant on the authority

of a certificate of exemption delivered over to him,

but every authorized registrant who having received

a certificate of exemption from a purchaser sells or

supplies fuel on which he does not collect the tax

imposed by this Act because of the purchaser's

possessing a certificate of exemption shall provide

to the Minister the information that an authorized

registrant is required by the regulations to provide.

(6) Every authorized registrant who receives a certificate

of exemption from a purchaser shall keep in his

records the particulars shown on the certificate, and
shall send the certificate to the Minister.

Offence
(7) Any person who knowingly contravenes any pro-

vision of this section is guilty of an offence and on
summary conviction is liable to a fine of not less than

$500 and not more than $10,000.

Revocation
of certificate (8) Where an authorized registrant or a purchaser holding

a certificate of exemption issued under this section is

found guilty of an offence under subsection 7, the

Minister may cancel the authorization of such
authorized registrant or revoke the certificate of

such purchaser, as the case may be, and where the

Minister determines that he will no longer make a

full refund to a purchaser holding a certificate of

exemption issued under this section, the Minister
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shall revoke the certificate and shall give notice of

such revocation to the purchaser and to the author-

ized registrant to whom the purchaser has delivered

over the certificate of exemption.

11. Section 21 of the said Act, as amended by the Statutes amended
of Ontario, 1972, chapter 14, section 5, is further amended by
adding thereto the following clauses

:

(/) exempting from a part or all of the tax imposed by this

Act fuel that will be used by specified persons or in

a specified manner or in a specified type of machinery
or class of industry, and relieving registrants from
their obligation of collecting a part or all of the tax

on fuel so used

;

(g) prescribing additional information to be contained in

any certificate of exemption issued under this Act,

and attaching additional conditions to the use of any
such certificate

;

{h) providing for the furnishing to the Minister by regis-

trants of information relating to the sale or delivery

by them of fuel that is exempt from the tax imposed
by this Act

;

(i) prescribing rates of interest payable under this Act.

12.— (1) This Act, except section 10, comes into force on the
^"n™*"*'*'

day it receives Royal Assent.

(2) Section 10 shall be deemed to have come into force on ^**®™

the 1st day of April, 1972.

13. This Act may be cited as The Motor Vehicle Fuel Ta^; S'lort title

Amendment Act, 1972 {No. 2).
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BILL 222 1972

An Act to amend
The Motor Vehicle Fuel Tax Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Clause a of section 1 of The Motor Vehicle Fuel Tax Act,
re-enacted

being chapter 282 of the Revised Statutes of Ontario, 1970,

as re-enacted by the Statutes of Ontario, 1972, chapter 14,

section 1 , is repealed and the following substituted therefor

:

{a) "fuel" means any gas or liquid that may be used for

the purpose of generating power by internal combus-
tion, and includes any substance added thereto, but

does not include,

(i) any product that is excluded from this Act
by the regulations and to which subsection 5

of section 3 does not apply,

(ii) gasoline on which the tax imposed by The f fgQ
^^™'

Gasoline Tax Act has been paid, or

(iii) aviation fuel on which the tax imposed by
The Gasoline Tax Act has been paid and that is

used to create power to propel an aircraft.

2. Subsections 3, 4, 5 and 6 of section 3 of the said Act are
re?enjw;\ed

repealed and the following substituted therefor:

(3) Subject to subsection 5, the tax imposed by sub- o*^®°*
section 1 shall be paid at the time the fuel is supplied

to the purchaser or, where the fuel is acquired by the

purchaser outside Ontario, at the time such fuel is used

in Ontario, and the tax imposed by subsection 2 shall

be paid in accordance with section 9.
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Saoorlty
for tax

(4) Where a purchaser uses in Ontario fuel that was
acquired outside Ontario, such purchaser shall, upon
the demand of the Minister or of some one authorized

by the Minister to make such a demand, furnish to the

Minister security in cash or in such other form as is

satisfactory to the Minister that is sufficient for the

payment of all tax imposed by this Act on the use

by such purchaser in Ontario of fuel on which the

tax imposed by this Act has not been paid, and in

the event that the tax for which the security is given

is not paid, the Minister may realize upon the security

to the extent necessary to pay such tax.

Payment
of tax (5) Where any person places any product that is excluded

from this Act by the regulations in a fuel tank, such
product thereupon becomes taxable as fuel under
this Act and is no longer excluded from this Act, and
the person so doing shall forthwith pay the tax imposed
by this Act on such fuel to the Treasurer directly or

through any registrant.

Penalty
(6) Every person who knowingly fails to pay the tax

imposed by subsection 1 , 2 or 5 when required by this

Act is guilty of an offence and on summary con-

viction is liable to a fine of not less than the amount of

the tax that he failed to pay and of an additional

amount that is not less than $100 and not more than

$5,000.

Idem
(7) Every person who fails to comply with subsection 4 is

guilty of an offence and on summary conviction is

liable to a fine of not less than $100 and not more
than $500.

Idem

Examination
of books, etc.

(8) Every person who is not a registrant and who know-
ingly supplies or makes available to a purchaser fuel

that becomes taxable under this Act is guilty of an

offence and on summary conviction is liable to a

fine of not less than the amount of tax imposed by this

Act on the fuel that he has supplied or made available

to a purchaser plus an amount that is not less than

$100 and not more than $5,000.

(9) Where it is established to the satisfaction of the
Minister that a person who is not a registrant has

supplied or made available to a purchaser fuel that

becomes taxable under this Act, any person thereunto
authorized by the Minister may enter upon the

business premises of such person who is not a regis-

trant and may audit and examine the books, records
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and accounts of such person to ascertain the amount
of fuel that has been supphed under subsection 8 and
the amount of tax that is payable with respect

thereto.

3. Subsection 1 of section 4 of the said Act is amended by
li^inded

striking out "on the portion of such fuel in excess of forty

imperial gallons" in the sixth line.

4. The said Act is amended by adding thereto the following
Ina^'ted

section

:

4a.—(1) For the purpose of ascertaining that the taxDetention

imposed by this Act has been paid on fuel in the examination

fuel tank of a motor vehicle, or for the purpose of vehicle

ascertaining whether any tax imposed by this Act

on such fuel is payable, any person thereunto author-

ized by the Minister may detain any motor vehicle in

Ontario that has a fuel tank that is capable of

holding more than forty imperial gallons and may
examine such motor vehicle and the fuel contained

in any fuel tank thereof, and may demand proof that

the tax imposed by this Act for the fuel in the fuel

tank of such motor vehicle has been paid.

(2) Every operator of a motor vehicle that may be de-^®'^*^*^^

tained under subsection 1 who refuses to permit the

detention and examination of such motor vehicle

that is under his control, or who refuses to permit the

examination of the fuel used in such motor vehicle,

is guilty of an offence and on summary conviction

is liable to a fine of not less than $ 100 and not more than

$500 for each offence.

5. Subsection 2 of section 9 of the said Act is amended I^^^^Xg^

by striking out "the rate of 7 per cent per annum" in the

fourth line and inserting in lieu thereof "such rate as is

prescribed in the regulations".

6.— (1) Subsections 1, 2 and 3 of section 10 of the said Act
Jlg^Jj^^^^f^^^jj

are repealed and the following substituted therefor:

(1) If the Minister, in order for him to assess the tax |^)^y*^g®^and

collectable by a registrant or of the tax payable by a information

registrant or purchaser under this Act or for any
other purpose, desires any information or additional

information, or a return from a registrant or purchaser

who has not made a return or a complete or sufficient

return, he may, by registered letter, demand from

the registrant or purchaser, or from the president,
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Production
of letters,
accounts, etc.

manager, secretary, or any director, agent or rep-

resentative of any registrant or purchaser, such in-

formation, additional information or return, and the

person upon whom the demand is made shall deliver

to the Minister the information, additional informa-

tion or return within the time specified in the

registered letter.

(2) The Minister may, by registered letter, require the
production under oath or otherwise by any registrant

or purchaser, or by the president, manager, secretary,

or any director, agent or representative of any regis-

trant or purchaser, or by any person, partnership,

syndicate, trust or company holding or paying or

liable to pay any portion of the income of such
registrant or purchaser, or by any partner, agent
or official of any such person, partnership, syndicate,

trust or company, of any letters, accounts, invoices,

statements or other documents.

(3) If a registrant or purchaser fails or refuses to keep
adequate books or accounts for the purpose of as-

certaining the amount of the tax payable by him or

payable and collectable by him, as the case may be,

the Minister may require such registrant or purchaser

to keep such records and accounts as the Minister

specifies.

re-ena?ted ('^) Subsections 7, 8 and 9 of the said section 10 are repealed
and the following substituted therefor

:

Records to
be kept

Notice of
assessment (7) After examination of the return of a registrant, the

Minister shall send by mail or by registered mail or

deliver by personal service a notice of assessment to

such registrant verifying or altering the amount of tax

shown to be collectable by the registrant or to be
payable by the registrant in his return, and any
additional tax found to be collectable or payable,

as the case may be, over the amount shown in the

return shall be transmitted within one month from
the date of mailing of the notice of assessment,

whether or not an objection or appeal from the

assessment is made or taken, and such additional tax
shall bear interest at the rate prescribed by the

regulations calculated from the last date prescribed

for making the return to the date of transmission

to the Treasurer.

Idem
(8) The Minister may at any time he considers reasonable

assess any tax collectable or payable by a registrant

or purchaser under this Act and shall send by mail
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or by registered mail or deliver by personal service

a notice of assessment requiring the registrant or pur-

chaser to transmit the tax assessed forthwith to the

Treasurer.

(9) A registrant or purchaser shall, within one month of ^y^|°^g°^
the date of an assessment made against him, transmit

the tax claimed in the assessment whether or not an

objection or appeal from the assessment is out-

standing, and if a registrant or purchaser fails to

transmit the tax at the time required, he shall pay to

the Treasurer interest at the rate prescribed by the

regulations upon the tax from the due date to the

date of transmission to the Treasurer.

(10) Where a registrant or purchaser objects to an assess- ^^^^^j°^

ment made under this section, he may, within ninety

days from the day of mailing of the notice of assess-

ment, serve on the Minister a notice of objection in

duplicate in the prescribed form setting out the

reasons for the objection and all relevant facts.

(11) A notice of objection under this section shall be ^^^^i*'®

served by being sent by registered mail addressed

to the Minister.

7. The said Act is further amended by adding thereto the
Ina^ctei"'''

following sections

:

10a.—(1) Uponreceipt of a notice of objection, the Minister ^®^°°-jqjj

shall with all due despatch reconsider the assessment

and vacate, confirm or vary the assessment or reassess,

and he shall thereupon notify the registrant or

purchaser, as the case may be, of his action by

registered letter.

(2) After the Minister has given the notification required ^pp®*^

by subsection 1, a person who has served notice of

objection under section 10 may appeal to the Supreme
Court to have the assessment vacated or varied or

reassessed, but no appeal under this section shall be

instituted after the expiration of ninety days from
the day notice has been mailed to such person under
subsection 1 that the Minister has confirmed the

assessment or reassessed, and an appeal under this

section shall not be made to the Divisional Court.

(3) An appeal to the Supreme Court shall be instituted
j^'^^^utJ^*

by serving on the Minister a notice of appeal in

duplicate in the prescribed form and by filing a

copy thereof with the Registrar of the Supreme
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Court or with the local registrar of the Supreme
Court for the county or district in which the person

appealing resides or has his place of business.

Service (4) A notice of appeal shall be served on the Minister by
being sent by registered mail addressed to the

Minister.

Content of
notice of
appeal

(5) The person appealing shall set out in the notice of

appeal a statement of the allegations of fact and the

statutory provisions and reasons that he intends to

submit in supporting his appeal.

Reply to
notice of
appeal

(6) After the service on him of a notice of appeal

under this section, the Minister shall with all due

despatch serve on the person appealing and file in

the Supreme Court where the notice of appeal was
filed a reply to the notice of appeal admitting or

denying the facts alleged and containing a statement

of such further allegations of fact and of such statutory

provisions and reasons as he intends to rely on.

Matter
deemed
action

(7) Upon the filing of the material referred to in sub-

section 6, the matter shall be deemed to be an action

in the court.

Disposition
of appeal

Idem

(8) The court may dispose of the appeal by,

(a) dismissing it

;

(b) allowing it ; or

{c) allowing it, and,

(i) vacating the assessment,

(ii) varying the assessment,

(iii) restoring the original assessment, or

(iv) referring the assessment back to the

Minister for reconsideration and re-

assessment.

(9) The court may, in delivering judgment disposing of

an appeal, order payment or refund of tax by the

appellant or by the Treasurer, as the case may be,

and may make such order as to costs as is considered

proper.
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(10) The practice and procedure of the Supreme Court, ^^°*^®^"'^®

including the right of appeal and the practice and
procedure relating to appeals, apply to every matter

that is deemed to be an action under subsection 7,

and every judgment and order given or made in

every such action may be enforced in the same
manner and by the like process as a judgment or

order given or made in an action commenced in the

court.

(11) No assessment shall be vacated or varied on appeal irregularities

by reason only of any irregularity, informality,

omission or error on the part of any person in the

observance of any directory provision of this Act.

(12) The time within which a notice of objection under ^|°si°ii °f

subsection 10 of section 10 or a notice of appeal under

subsection 2 of this section is to be served may be

extended by the Minister if application for such

extension is made before the time for service of the

notice of objection or notice of appeal, as the case

may be, has expired.

106.— (1) The Minister or Deputy Minister of Revenue g^wflcate

shall determine the amount of the tax referred to in unpaid tax

subsection 6 or 8 of section 3 or in subsection 5 or 6 of

section 7 from such information as is available to

him and shall issue a certificate as to that amount.

(2) In any prosecution under subsection 6, 7 or 8 of ^**®™

section 3 or under subsection 5 or 6 of section 7 a

certificate that is signed or that purports to be

signed by the Minister or Deputy Minister of Revenue
and that states the amount of tax that should have
been collected is prima facie evidence of the amount
of tax that should have been collected and of the

authority of the person giving or making the certi-

ficate without any proof of appointment or signature.

(3) Any information in respect of an offence under this
^°^°''b^*o°°

Act may be for one or more than one offence, and several

no information, warrant, conviction or other pro-

ceeding in a prosecution under this Act is objection-

able or insufficient by reason of the fact that it

relates to two or more offences.

(4) Neither the application of any provision of this
[^^ge**"*'

section nor the enforcement of any penalty hereunder independent

suspends or affects any remedy for the recovery of

any tax payable under this Act.
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When 15a. An information in respect of an offence aeainst this
Information

i n i i • i • , •• i- i • ,

to be laid Act shall be laid within six years of the time when the

matter of the information arose.

re?eiiacted
®* ^^^tion 16 of the said Act is repealed and the following

substituted therefor:

Recovery of
^^-—(^) ^pon default of transmission by a registrant of

tax and any tax collectable by him or of any tax or penalty

payable by him or upon default of payment by any
purchaser of any tax payable by him under this Act,

(a) the Minister may bring an action for recovery

thereof in any court of competent jurisdiction

and every such action shall be brought and
executed in and by the name of the Minister

or his name of office and may be continued by
his successor in office as if no change had
occurred, and shall be tried without a jury ; or

{b) the Minister may issue a warrant and direct

it to the sheriff of any county or district in

which any property of the registrant or pur-

chaser is located or situate, for the amount
of the tax, interest and penalty, or any of

them owing by the registrant or purchaser,

together with interest thereon from the date of

the issue of the warrant and the costs, expenses
and poundage of the sheriff, and such warrant
has the same force and effect as a writ of

execution issued out of the Supreme Court ; or

(c) the Minister or any officer authorized by him
may enter upon the premises of a registrant or

purchaser or any other place in Ontario where

the books or records of a registrant or pur-

chaser or any part of them are kept and make
such investigation and examination as he con-

siders necessary, and may seize any of the

books and records and may by notice in

writing, require that any person who may be

indebted to a registrant or to a purchaser

shall pay the debt to the Treasurer.

ser^"!^
°^

(2) A notice under clause c of subsection 1 may be served
°o"ce personally or by registered letter addressed to such

person at the address indicated in the books or

records of the registrant or purchaser and the receipt

of payment of the amount of the indebtedness by
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the Treasurer constitutes a good and sufficient dis-

charge of the habihty of such person to the registrant

or purchaser to the extent of the amount indicated in

the receipt.

(3) Any person discharging any habihty to a registrant or
q/debtor

purchaser owing taxes collectable by him or owing
taxes or penalties payable by him under this Act

after the service of the notice referred to in subsection

2 is personally liable to the Treasurer to the extent of

the amount of the liability discharged between the

person and the registrant or purchaser or to the

extent of the amount of taxes collectable by the

registrant and of taxes, interest and penalties payable

by him or by a purchaser whichever is the lesser

amount, and the Treasurer has the same remedies for

the recovery of such amount from such person as he

has for the recovery from the registrant of a tax

collectable by him or of a tax or penalty payable

by him or by a purchaser under this Act.

9. Subsection 3 of section 18 of the said Act is amended by
lij^g^^^^^

striking out "notice of accounting" in the second line and
in the sixth and seventh lines and inserting in lieu thereof

in each instance "notice of assessment".

10. The said Act is further amended by adding thereto the
|^^°£g(j

following section

:

18a.—(1) The provisions of this section apply notwith- A^^iic£aion

standing any provision of this Act to the contrary.

(2) In this section, "authorized registrant" means a
["^f^'"®'

registrant whom the Minister authorizes in writing to

receive certificates of exemption issued under this

section, and no person who is not an authorized

registrant shall receive or act on any such certificate

of exemption.

(3) Where the Minister is satisfied that fuel to be acquired certificate of

1 . -11 1 1 11,1 exemption
by a purchaser will be used exclusively by that pur-

chaser in the business of farming or commercial

fishing and where the Minister has determined to

make a full refund of the tax imposed by this Act
on fuel so used by such a purchaser, the Minister may
issue to such purchaser a certificate of exemption that

shall show the date when the certificate is issued,

the name and address of the person to whom the

certificate is issued and a number differentiating that

certificate from other similar certificates, and such
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certificate may contain restrictions limiting the time
during which it remains vaHd, the use to which any
fuel may be put that is purchased through the use

of the certificate, and such other restrictions as the

Minister considers necessary.

Exemption
for purchaser (4) Any purchaser to whom a certificate of exemption is

issued may, by complying with the terms of the

certificate and after delivering the certificate up to an
authorized registrant, purchase from that authorized

registrant fuel exempt from the tax otherwise payable
under this Act, and such purchaser is not liable to

pay the tax imposed by this Act unless he uses such
fuel in a manner that is not authorized by the

certificate.

When
authorized
regristrant
not to collect
tax

Certificate
to be
recorded

(5) An authorized registrant who sells or supplies fuel

to a purchaser who is acquiring such fuel pursuant to a

certificate of exemption issued under this Act shall

not, while the certificate remains valid, collect from

such purchaser any tax on any fuel that is purchased

from such authorized registrant on the authority

of a certificate of exemption delivered over to him,

but every authorized registrant who having received

a certificate of exemption from a purchaser sells or

supplies fuel on which he does not collect the tax

imposed by this Act because of the purchaser's

possessing a certificate of exemption shall provide

to the Minister the information that an authorized

registrant is required by the regulations to provide.

(6) Every authorized registrant who receives a certificate

of exemption from a purchaser shall keep in his

records the particulars shown on the certificate, and
shall send the certificate to the Minister.

Offence
(7) Any person who knowingly contravenes any pro-

vision of this section is guilty of an offence and on
summary conviction is liable to a fine of not less than

$500 and not more than $10,000.

Revocation
of certificate (8) Where an authorized registrant or a purchaser holding

a certificate of exemption issued under this section is

found guilty of an offence under subsection 7, the

Minister may cancel the authorization of such

authorized registrant or revoke the certificate of

such purchaser, as the case may be, and where the

Minister determines that he will no longer make a

full refund to a purchaser holding a certificate of

exemption issued under this section, the Minister
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shall revoke the certificate and shall give notice of

such revocation to the purchaser and to the author-

ized registrant to whom the purchaser has delivered

over the certificate of exemption.

11. Section 21 of the said Act, as amended by the Statutes amended
of Ontario, 1972, chapter 14, section 5, is further amended by
adding thereto the following clauses

:

(/) exempting from a part or all of the tax imposed by this

Act fuel that will be used by specified persons or in

a specified manner or in a specified type of machinery
or class of industry, and relieving registrants from
their obligation of collecting a part or all of the tax

on fuel so used

;

(g) prescribing additional information to be contained in

any certificate of exemption issued under this Act,

and attaching additional conditions to the use of any
such certificate

;

{h) providing for the furnishing to the Minister by regis-

trants of information relating to the sale or delivery

by them of fuel that is exempt from the tax imposed
by this Act

;

(i) prescribing rates of interest payable under this Act.

12.— (1) This Act, except section 10, comes into force on the
m°e^r^°'^^

day it receives Royal Assent.

(2) Section 10 shall be deemed to have come into force on ^^^^

the 1st day of April, 1972.

13. This Act may be cited as The Motor Vehicle Fuel Tax^^°^^'^^^^

Amendment Act, 1972 {No. 2).
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Explanatory Note

The section re-enacted grants authority to the Lieutenant Governor in

Council to guarantee payments of loans made to farmers for the encourage-

ment of any branch of agriculture or food.
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BILL 223 1972

An Act to amend The Ministry of

Agriculture and Food Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Section 5a of The Ministry of Agriculture and Food ^ct,^-^^^^^^^^

being chapter 109 of the Revised Statutes of Ontario, 1970,

as enacted by the Statutes of Ontario, 1972, chapter 82,

section 1, is repealed and the following substituted therefor:

5a.—(1) Upon the recommendation of the Minister, the ^ "iq^^jj"'^^

Lieutenant Governor in Council may, upon such terms

as he considers proper, agree to guarantee and may
guarantee the payment of any loan or loans or any
part thereof, together with interest thereon, made to

farmers for the encouragement of any branch of

agriculture or food and any such guarantee may,
without limiting the generality of the foregoing,

(a) limit the amount of any individual loan to

which the guarantee shall apply

;

(6) define the class or classes of farmers to whom
any such loan may be made ; and

(c) define the purposes for which application may
be made by farmers for any such loan.

(2) The form and manner of any such guarantee shall J^^J^^f^^

be such as the Lieutenant Governor in Council

approves and the guarantee shall be signed by the

Treasurer of Ontario and Minister of Economics and
Intergovernmental Affairs who may sign as Treasurer

of Ontario, or by such other officer or officers as are

designated by the Lieutenant Governor in Council

and, upon being so signed, the Province of Ontario
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is liable for the payment of the loan or part thereof

and interest thereon guaranteed according to the
terms of the guarantee.

Payment
of fnterest (3) Where a guarantee is given under subsection 1 , the

Lieutenant Governor in Council may, upon the recom-
mendation of the Minister, authorize the payment by
the Province of Ontario of the whole or any part
of the interest on any such loan for the whole or any
part of the term of the guarantee.

Payment of
guarantee,
interest

(4) The Lieutenant Governor in Council may make
arrangements for supplying the moneys necessary to

fulfil the requirements of any guarantee or to provide
for payment of interest under subsection 3, and to

advance the amount necessary for that purpose out
of the public funds of the Province.

Payment of
loss sustained (5) Where a guarantee is given- under subsection 1, the

Lieutenant Governor in Council may, subject to such
terms and conditions as he may prescribe, authorize
the payment by the Province of Ontario out of the
moneys appropriated therefor by the Legislature, of

the whole or any part of the loss sustained by a
person to whom a guarantee is given in collecting

or attempting to collect moneys payable under a loan
that is made pursuant to a guarantee and that is in

default.

Payment of
loss limited

Commence-
ment

(6) Payment of loss under subsection 5 is limited to,

{a) fees, disbursements, allowances or charges
owing by the person to whom the guarantee is

given to his solicitor respecting matters for

which costs may be taxed under the Rules of

Practice of the Supreme Court of Ontario ; and

(b) expenses, other than those referred to in clause

a, that are reasonably and necessarily incurred

in the course of collecting or attempting to

collect moneys payable under a loan that is

made pursuant to the guarantee and that is in

default.

2. This Act shall be deemed to have come into force on
the 1st day of April, 1972.

Short title 3^ jhis Act may be cited as The Ministry of Agriculture
and Food Amendment Act, 1972 {No. 2).
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BILL 223 1972

An Act to amend The Ministry of

Agriculture and Food Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Section 5a of The Ministry of Agriculture and Food ^ct,^^-^_^^^^^^

being chapter 109 of the Revised Statutes of Ontario, 1970,

as enacted by the Statutes of Ontario, 1972, chapter 82,

section 1 , is repealed and the following substituted therefor

:

5a.—(1) Upon the recommendation of the Minister, the of\oa*ns'*^

Lieutenant Governor in Council may, upon such terms

as he considers proper, agree to guarantee and may
guarantee the payment of any loan or loans or any
part thereof, together with interest thereon, made to

farmers for the encouragement of any branch of

agriculture or food and any such guarantee may,
without limiting the generahty of the foregoing,

(a) limit the amount of any individual loan to

which the guarantee shall apply

;

{h) define the class or classes of farmers to whom
any such loan may be made ; and

(c) define the purposes for which application may
be made by farmers for any such loan.

(2) The form and manner of any such guarantee shall Juamnteg
be such as the Lieutenant Governor in Council

approves and the guarantee shall be signed by the

Treasurer of Ontario and Minister of Economics and
Intergovernmental Affairs who may sign as Treasurer

of Ontario, or by such other officer or officers as are

designated by the Lieutenant Governor in Council

and, upon being so signed, the Province of Ontario
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is liable for the payment of the loan or part thereof

and interest thereon guaranteed according to the

terms of the guarantee.

Payment
of Interest (3) Where a guarantee is given under subsection 1, the

Lieutenant Governor in Council may, upon the recom-

mendation of the Minister, authorize the payment by
the Province of Ontario of the whole or any part

of the interest on any such loan for the whole or any
part of the term of the guarantee.

Payment of
?:uarantee,
nterest

(4) The Lieutenant Governor in Council may make
arrangements for supplying the moneys necessary to

fulfil the requirements of any guarantee or to provide

for payment of interest under subsection 3, and to

advance the amount necessary for that purpose out

of the public funds of the Province.

Payment of
loss sustained (5) Where a guarantee is given under subsection 1, the

Lieutenant Governor in Council may, subject to such

terms and conditions as he may prescribe, authorize

the payment by the Province of Ontario out of the

moneys appropriated therefor by the Legislature, of

the whole or any part of the loss sustained by a

person to whom a guarantee is given in collecting

or attempting to collect moneys payable under a loan

that is made pursuant to a guarantee and that is in

default.

Payment of
loss limited

Commence-
ment

(6) Payment of loss under subsection 5 is limited to,

(a) fees, disbursements, allowances or charges

owing by the person to whom the guarantee is

given to his soUcitor respecting matters for

which costs may be taxed under the Rules of

Practice of the Supreme Court of Ontario ; and

(b) expenses, other than those referred to in clause

a, that are reasonably and necessarily incurred

in the course of collecting or attempting to

collect moneys payable under a loan that is

made pursuant to the guarantee and that is in

default.

2. This Act shall be deemed to have come into force on

the 1st day of April, 1972.

Short title 3^ fj^js ^^.^ j^^y be cited as The Ministry of Agriculture

and Food Amendment Act, 1972 {No. 2).
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Explanatory Notes

Section 1. The amendment changes the definition of "Minister" to

conform with the change in the name of the Ministry.

Section 2. The amendment is to clarify that this subsection does not
apply to homes established by the Minister and managed by a board under
section 9a of the Act.

Section 3. The amendment authorizes a board of management in a

territorial district to enter into a lease or agreement with the Minister

to operate and manage homes established by the Minister under a proposed
amendment to The Ministry of Community and Social Services Act.

Sections 4, 5, 6, 7 and 8. The amendments change certain sections

of the Act to conform with the amendments set out in this Bill.
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BILL 224 1972

An Act to amend
The Homes for the Aged and Rest Homes Act

HER MAJESTY, by and with the advice and consent of the

Legislative Assembly of the Province of Ontario, enacts

as follows

:

1. Clause /of section 1 of The Homes for the Aged and Rest
re-e^'cted

Homes Act, being chapter 206 of the Revised Statutes of

Ontario, 1970, is repealed and the following substituted

therefor

:

(/) "Minister" means the Minister of Community and
Social Services.

2. Subsection 4 of section 9 of the said Act is repealed re-enacted

and the following substituted therefor

:

(4) A home established under section 5 or 6 shall be ^^^"^

vested in the board and the board shall have charge

thereof.

3. The said Act is amended by adding thereto the following enacted

section

:

9a. A board of management appointed under section 9 ^g<^^«^g^gjj

may by lease or agreement entered into with theun|er

Minister, maintain and operate a home established in c. 56. 8.7a
'

the territorial district of the board by the Minister

under section 7a of The Ministry of Community and
Social Services Act, subject to the provisions of l^he

Homes for the Aged and Rest Homes Act and the

regulations thereunder and upon such terms and
conditions as may be agreed upon.

4. Section 10 of the said Act is amended bv inserting "^°'
.. ..

after "6" in the third line "or a home maintained and operated
under an agreement with the Minister pursuant to section 9a".
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8. 23(lc),
amended 5. "(1) Subsection \c of section 23 of the said Act, as

renumbered by the Statutes of Ontario, 1971, chapter 99,

section 3, is amended by inserting after "6" in the second

line "or maintained and of)erated under an agreement with

the Minister pursuant to section 9a".

B. 23 (3),

amended (2) Subsection 3 of the said section 23 is amended by
inserting after "6" in the second line "or maintained and
operated under an agreement with the Minister pursuant to

section 9a".

8. 23 (8).

amended (3) Subsection 8 of the said section 23 is amended by
inserting after "6" in the second line "or maintained and
operated under an agreement with the Minister pursuant to

section 9a".

8.24(1).
amended 6. Subsection 1 of section 24 of the said Act, as amended

by the Statutes of Ontario, 1972, chapter 62, section 9, is further

amended by inserting after "section" in the third line "or

a home maintained and operated under an agreement with

the Minister pursuant to section 9a".

8. 27 (2),

amended 7. Subsection 2 of section 27 of the said Act, as amended by
the Statutes of Ontario, 1972, chapter 62, section 11, is further

amended by inserting after "6" in the second line "or is

maintained and operated under an agreement with the

Minister pursuant to section 9a".

8. 30(1) (Ac),

amended 8.—(1) Clause k of subsection 1 of section 30 of the said

Act is amended by inserting after "6" in the third line "and
homes maintained and operated under an agreement with the

Minister pursuant to section 9a".

8. 30(1) (r).

amended (2) Clause r of subsection 1 of the said section 30 is amended
by striking out "of homes established under section 5 or 6"

in the second line and inserting in lieu thereof "appointed under
section 9".

Commence-
ment 9. This Act comes into force on the day it receives Royal

Assent.

Short title 10. This Act may be cited as The Homes for the Aged and
Rest Homes Amendment Act, 1972 {No. 2).
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BILL 224 1972

An Act to amend
The Homes for the Aged and Rest Homes Act

HER MAJESTY, by and with the advice and consent of the

Legislative Assembly of the Province of Ontario, enacts

as follows

:

1. Clause /of section 1 of The Homes for the Aged and Rest
fj:^^ctei

Homes Act, being chapter 206 of the Revised Statutes of

Ontario, 1970, is repealed and the following substituted

therefor

:

(/) "Minister" means the Minister of Community and
Social Services.

2. Subsection 4 of section 9 of the said Act is repealed re-enacted

and the following substituted therefor:

(4) A home established under section 5 or 6 shall be ^^^^

vested in the board and the board shall have charge

thereof.

3. The said Act is amended by adding thereto the following enacted

section :

9a. A board of management appointed under section 9 ^^^^j^^gj^g^j

may by lease or agreement entered into with the und^
^^^

Minister, maintain and operate a home established in c. 56. s. ^a
'

the territorial district of the board by the Minister

under section 7a of The Ministry of Community and
Social Services Act, subject to the provisions of The

Homes for the Aged and Rest Homes Act and the

regulations thereunder and upon such terms and
conditions as may be agreed upon.

4. Section 10 of the said Act is amended by '"^t'rting|J^O-jj^^^

after "6" in the third line "or a home maintained and operated

under an agreement with the Minister pursuant to section 9a".
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B.23(lc).
amended 5.— (1) Subsection Ic of section 23 of the said Act, as

renumbered by the Statutes of Ontario, 1971, chapter 99,

section 3, is amended by inserting after "6" in the second

line "or maintained and operated under an agreement with

the Minister pursuant to section 9a".

a. 23 (3).

amended (2) Subsection 3 of the said section 23 is amended by
inserting after "6" in the second line "or maintained and
operated under an agreement with the Minister pursuant to

section 9a".

8. 23 (8).

amended (3) Subsection 8 of the said section 23 is amended by
inserting after "6" in the second line "or maintained and
operated under an agreement with the Minister pursuant to

section 9a".

8. 24 (1),

amended 6. Subsection 1 of section 24 of the said Act, as amended
by the Statutes of Ontario, 1972, chapter 62, section 9, is further

amended by inserting after "section" in the third line "or

a home maintained and operated under an agreement with

the Minister pursuant to section 9a".

8. 27 (2),

amended 7. Subsection 2 of section 27 of the said Act, as amended by
the Statutes of Ontario, 1972, chapter 62, section 11 , is further

amended by inserting after "6" in the second line "or is

maintained and operated under an agreement with the

Minister pursuant to section 9a".

8. 30 (1) (fc).

amended 8.—(1) Clause k of subsection 1 of section 30 of the said

Act is amended by inserting after "6" in the third line "and
homes maintained and operated under an agreement with the

Minister pursuant to section 9a".

8. 30 (1) (r).

amended (2) Clause r of subsection 1 of the said section 30 is amended
by striking out "of homes established under section 5 or 6"

in the second line and inserting in lieu thereof "appointed under
section 9".

Commence-
ment 0. This Act comes into force on the day it receives Royal

Assent.

Short title 10. This Act may be cited as The Homes for the Aged and
Rest Homes Amendment Act, 1972 {No. 2).
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/. uh

Explanatory Notes

Section 1. The amendment authorizes payment of grants for programs

of social planning.

Section 2. Section 6e would allow the Province to purchase social or

community services pursuant to an agreement and would allow agree-

ments between the Province and social agencies respecting the delivery of

such services.

Section 7a would allow the Province to lease property received by
way of gift or donation to any person or organization authorized under

the Act for management and operation.

This amendment is complementary to a proposed amendment under

The Homes for the Aged and Rest Homes Act.
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BILL 225 1972

An Act to amend The Ministry of Community
and Social Services Act

HER MAJESTY, by and with the advice and consent of the

Legislative Assembly of the Province of Ontario, enacts

as follows

:

1. Section 6d of The Ministry of Community and Social ^^^^^^^^

Services Act, being chapter 120 of the Revised Statutes of

Ontario, 1970, as enacted by the Statutes of Ontario, 1972,

chapter 56, section 2, is amended by inserting after "services"

in the sixth line "and social planning".

2. The said Act is amended by adding thereto the following
I^^^^^J^-

sections

:

de. The Minister may enter into agreements with Agreements

organizations, municipalities or other persons or provision
*^

. . * , . . . \ . . of services
corporations respecting the provision of social services

and community services including facilities and
personnel relating thereto upon such terms and con-

ditions as may be agreed and he may direct out of

moneys appropriated by the Legislature the payment
of such expenditures as are necessary for such

purposes.

la. The Minister, with the approval of the Lieutenant me^t'oV^^'

Governor in Council, may establish, with real and p^ari table

1 • , 1 IT »» • ,
Institutions

personal property acquired by Her Majesty by way by Minister

of gift or donation, any institution that may be
operated or managed for charitable objects or pur-

poses under any Act administered by the Minister,

and the Minister may by way of lease or agreement
provide for the management and operation of the

institution by any person or organization with

authority therefor under such Act subject to the

225



provisions of such Act and the regulations thereunder
and upon such terms and conditions as may be agreed
upon.

Commence- 3^ -pj^jg ^^^ comes into force on the day it receives Royal
Assent.

Short title 4.^ -pj^jg j^^.^ j^^^y j^g ^^j^g^j ^^g jf^^ Ministry of Community
and Social Services Amendment Act, 1972 {No. 2).
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An Act to amend The Ministry of Community and
Social Services Act

The Hon. R. Brunelle
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Explanatory Notes

Section 1 . The amendment authorizes payment of grants for programs

of social planning.

Section 2. Section 6e would allow the Province to purchase social or

community services pursuant to an agreement and would allow agree-

ments between the Province and social agencies respecting the delivery of

such services.

Section la would allow the Province to lease property received by

way of gift or donation to any person or organization authorized under

the Act for management and operation.

This amendment is complementary to a proposed amendment under

The Homes for the Aged and Rest Homes Act.
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BILL 225 1972

An Act to amend The Ministry of Community
and Social Services Act

HER MAJESTY, by and with the advice and consent of the

Legislative Assembly of the Province of Ontario, enacts

as follows

:

1. Section 6d of The Ministry of Community and Social^^^^^^
Services Act, being chapter 120 of the Revised Statutes of

Ontario, 1970, as enacted by the Statutes of Ontario, 1972,

chapter 56, section 2, is amended by inserting after "services"

in the sixth hne "and social planning".

2. The said Act is amended by adding thereto the following
I^^^^^J^-

sections

:

6e. The Minister may enter into agreements with Agreements

organizations, municipalities or other persons or provision
of S6ITV1C6S

corporations respecting the provision of social services

and community services including facilities and
personnel relating thereto upon such terms and con-

ditions as may be agreed and he may direct out of

moneys appropriated by the Legislature the payment
of such expenditures as are necessary for such

purposes.

la. The Minister, with the approval of the Lieutenant me^t'of
^

Governor in Council, may establish, with real and charitable
•' institutions

personal property acquired by Her Majesty by way by Minister

of gift or donation, any institution that may be
operated or managed for charitable objects or pur-

p)oses under any Act administered by the Minister,

and the Minister may by way of lease or agreement
provide for the management and operation on a non-
profit basis of the institution by any person or

organization with authority therefor under such Act
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subject to the provisions of such Act and the regula-

tions thereunder and upon such terms and conditions

as may be agreed upon.

Commence- g^ jjjjg ^^^ comes into force on the day it receives Royal
Assent.

Short title 4^ jijjs ^Q^ niay ijg cited as The Ministry of Community
and Social Services Amendment Act, 1972 {No. 2).
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BILL 225 1972

An Act to amend The Ministry of Community
and Social Services Act

HER MAJESTY, by and with the advice and consent of the

Legislative Assembly of the Province of Ontario, enacts

as follows

:

1. Section (xi of The Ministry of Community and Social ^^^^^^^^

Services Act, being chapter 120 of the Revised Statutes of

Ontario, 1970, as enacted by the Statutes of Ontario, 1972,

chapter 56, section 2, is amended by inserting after "services"

in the sixth line "and social planning".

2. The said Act is amended by adding thereto the following
I^^^^^J"-

sections

:

de. The Minister may enter into agreements with ^8™^^^°t8

organizations, municipahties or other persons or provision
°

. .
*^

, . . f • 1 • of services
corporations respecting the provision of social services

and community services including facilities and
personnel relating thereto upon such terms and con-

ditions as may be agreed and he may direct out of

moneys appropriated by the Legislature the payment
of such expenditures as are necessary for such

purposes.

la. The Minister, with the approval of the Lieutenant
me'nt'of*^'

Governor in Council, may establish, with real and charitable
'

. -^
' InstltutionB

f)ersonal property acquired by Her Majesty by way by Minister

of gift or donation, any institution that may be

operated or managed for charitable objects or pur-

poses under any Act administered by the Minister,

and the Minister may by way of lease or agreement
provide for the management and operation on a non-

profit basis of the institution by any person or

organization with authority therefor under such Act

225



subject to the provisions of such Act and the regula-

tions thereunder and upon such terms and conditions

as may be agreed upon.

SSr*"*^*^ 8. This Act comes into force on the day it receives Royal
Assent.

Short title 4^ -pjjjg Act may be cited as The Ministry of Community
and Social Services Amendment Act, 1972 {No. 2).
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BILL 226 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend The Fire Marshals Act

The Hon. J. Yaremko
Solicitor General

TORONTO
I'KIMM) AM) I'l'HMSHEI) BY ThE ^UEEN's PRINTER AND PUBLISHER



Explanatory Note

The provision repealed requires the payment by insurers of an annual

levy based upon gross premiums, fixed payments and assessments. The
payments are provided for in the form of additional tax under a Bill to

enact The Corporations Tax Act, 1972.
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BILL 226 1972

An Act to amend The Fire Marshals Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) Section 11 of The Fire Marshals Act, being chapter ^g^'aied

172 of the Revised Statutes of Ontario, 1970, is repealed.

(2J
Subsection 1 applies in respect of gross premiums,

q/^p^Jj^*^*""

fixea payments and assessments received during the year

1972 and subsequent years.

2. This Act comes into force on the day it receives Royal m°e^t"^'**^*

Assent.

3. This Act may be cited as The Fire Marshals A mendment ^^°^ ""^

Act, 1972.
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BILL 226 1972

An Act to amend The Fire Marshals Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) Section 11 of The Fire Marshals Act, being chapter ^^'aied
172 of the Revised Statutes of Ontario, 1970, is repealed.

(2) Subsection 1 applies in respect of gross premiums, q/*p^|,^*^^°°

fixed payments and assessments received during the year

1972 and subsequent years.

2. This Act comes into force on the day it receives Royal nfe™™*""*

Assent.

3. This Act may be cited as The Fire Marshals Amendment^^°^^^^^^

Act. 1972.
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Explanatory Notes

Section 1. Subsection 1 of section 8 is re-enacted to provide that

the requirements respecting estimates of a secondary school board outside

a school division are the same as for the board of a school division for

secondary school purposes.

Section 2. The reference to preparation of a voters' list is removed
since the list is now prepared under the provisions of The Assessment Act.

The secretary of a board in territory without municipal organization will

be responsible for only the revision and certification of the list.

Section 3. Subsection \b allows a board to place the proceeds from

the sale or disposal of, or insurance proceeds in respect of, permanent
improvements into a reserve fund without regard to the one mill limit.

Subsection \c allows a board to use in any year the proceeds from

the sale or disposal of, or insurance proceeds in respect of, permanent
improvements, and any money in a reserve fund for an expenditure for a

permanent improvement without regard to the one mill limit.

Subsection 5 is added to provide that the approval of the Minister

of Education rather than the Ministry of Treasury, Economics and Inter-

go\ernmental Affairs is required before a board may use money in a

reserve fund for a purpose other than that for which the reserve fund was

created.
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BILL 227 1972

An Act to amend The Secondary
Schools and Boards of Education Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1 . Subsection 1 of section 8 of The Secondary Schools and ^- ^ (!>•
, ,-^ re-enacted

Boards of Education Act, being chapter 425 of the Revised
Statutes of Ontario, 1970, is repealed and the following sub-

stituted therefor

:

(1) The provisions of section 31 in respect of the Estimates

estimates of all sums required during the year for

secondary school purposes by a board of a school

division apply mutatis mutandis to the board of a

secondary school district that is not a school

division.

2. Subsection 5 of section 27 of the said Act is amended by
^ 27/5)

striking out "the preparation of a voters' list and" in the amended

sixth and seventh lines.

3. Section 31 of the said Act, as amended by the Statutes 8-3i,

of Ontario, 1972, chapter 75, section 7, is further amended by
adding thereto the following subsections

:

(16) The Hmitation on the sum that a board may allocate
Umfutlon"'*

to a reserve fund under clause d of subsection 1 exception

does not apply to revenue received by a board in

any year from the sale or disposal of, or insurance

proceeds in respect of, permanent improvements.

(Ic) The limitation on the sum that a board may include ,^^^q*°'5^^jjj.

in its estimates for expenditures for permanent limitation

1 1 . /• 1 • < 1
exception

improvements under clause d of subsection 1 does

not apply to expenditures from revenue received

by a board in any year from the sale or disposal of,

or insurance proceeds in respect of, permanent
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improvements or to an expenditure from a reserve

fund for the purpose for which such fund was
estabUshed.

Elxpenditure
of reserve
fund moneys

R.S.0. 1970,
c. 284

8. 38(16) (o),

amended

(5) The moneys raised for, or held in, a reserve fund
by a board shall not, without the approval of the

Minister, be expended, pledged or applied to any
purpose other than that for which the fund was
established and subsection 4 of section 308 of The
Municipal Act does not apply to such moneys.

4, Clause a of subsection 16 of section 38 of the said Act
is amended by striking out "territory without municipal

organization" in the third and fourth lines and inserting in

lieu thereof "a territorial district".

8.38a 5. The said Act is amended by adding thereto the follow-
enacted . .

jo
ing section

:

Effect of
boundary
changre on
elections

38a. Where the boundaries of a school division are to be

altered effective on the first day of January next

following the election of members of the board of

the school division, the boundaries of the school

division shall be deemed to have been so altered

for all purposes relating to such election.

enacted ^* ^^^ ^^^^ ^^^ ^^ amended by adding thereto the follow-

ing section

:

Operation of
school for
trainable
retarded by
board not
in school
division

80.— (1) Where a school section in a territorial district

is not a school division and includes all or part of a

Roman Catholic separate school zone and the total

enrolment of the pupils in the public schools in

such section and in the separate schools in such

zone exceeds 300, the public school board, with the

approval of the Minister, may establish and operate

a school or class for trainable retarded children and,

except as otherwise provided in this section, this

Part, except sections 70, 71 and 76, applies mutatis

mutandis in respect of such school or class.

Advisory
committee (2) Notwithstanding subsections 1 and 2 of section 73,

the board that operates a school or class for trainable

retarded children under subsection 1 shall establish

an advisory committee for trainable retarded children

consisting of,

{a) two members appointed by such board from
among its members

;
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Section 4. The amendment corrects a reference to territory without

municipal organization which should refer to a territorial district.

Section 5. The new section 38a provides that boundary changes of school

divisions are effective for election purposes.

Section 6. The new section provides for the operation of a school

or class for trainable retarded children outside a school division.
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{b) one member appointed by the board of the

separate school zone referred to in subsection 1

from among its members ; and

(c) two members appointed by the local associa-

tion or, where no local association has been
established, two members appointed by the

board that operates the school or class, who
shall not be members of such board.

7.—(1) This Act, except sections 1, 3, 4 and 5, comes into ^°™^"®°''®"

force on the day it receives Royal Assent.

(2) Sections 4 and 5 shall be deemed to have come into ^^^^

force on the 1st day of July, 1972.

(3) Sections 1 and 3 come into force on the 1st day of ^^®™

January, 1973.

8. This Act may be cited as The Secondary Schools and Boards ^^°^^ *"^®

of Education Amendment Act, 1972 {No. 2).
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BILL 227 1972

An Act to amend The Secondary
Schools and Boards of Education Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1 . Subsection 1 of section 8 of The Secondary Schools and s- 8 (i),
^ re-enacted

Boards of Education Act, being chapter 425 of the Revised
Statutes of Ontario, 1970, is repealed and the following sub-

stituted therefor:

(1) The provisions of section 31 in respect of the Estimates

estimates of all sums required during the year for

secondary school purposes by a board of a school

division apply mutatis mutandis to the board of a

secondary school district that is not a school

division.

2. Subsection 5 of section 27 of the said Act is amended by ^ 27(5)

strikmg out the preparation of a voters list and in the

sixth and seventh lines.

3. Section 31 of the said Act, as amended by the Statutes 8-3i.

of Ontario, 1972, chapter 75, section 7, is further amended by
adding thereto the following subsections

:

(16) The limitation on the sum that a board may allocate ||^^«^^^^®f^°«^

to a reserve fund under clause d of subsection 1 exception

does not apply to revenue received by a board in

any year from the sale or disposal of, or insurance

proceeds in respect of, permanent improvements.

(Ic) The limitation on the sum that a board may include P^rmanent^^

in its estimates for expenditures for permanent limitation

, , , , i_ •
< J exception

improvements under clause d of subsection 1 does

not apply to expenditures from revenue received

by a board in any year from the sale or disposal of,

or insurance proceeds in respect of, permanent
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improvements or to an expenditure from a reserve
fund for the purpose for which such fund was
established.

Expenditure
of reserve
fund moneys

R.S.0. 1970.
c. 284

8.38(16) (a),

amended

8. 38a.
enacted

(5) The moneys raised for, or held in, a reserve fund
by a board shall not, without the approval of the
Minister, be expended, pledged or applied to any
purpose other than that for which the fund was
established and subsection 4 of section 308 of The
Municipal Act does not apply to such moneys.

4. Clause a of subsection 16 of section 38 of the said Act
is amended by striking out "territory without municipal
organization" in the third and fourth lines and inserting in

lieu thereof "a territorial district".

5. The said Act is amended by adding thereto the follow-

ing section

:

Effect of
boundary
change on
elections

8.80.
enacted

Operation of
school for
trainable
retarded by
board not
in school
division

38a. Where the boundaries of a school division are to be
altered effective on the first day of January next
following the election of members of the board of

the school division, the boundaries of the school
division shall be deemed to have been so altered

for all purposes relating to such election.

6. The said Act is amended by adding thereto the follow-

ing section

:

80.—(1) Where a school section in a territorial district

is not a school division and includes all or part of a
Roman Catholic separate school zone and the total

enrolment of the pupils in the public schools in

such section and in the separate schools in such
zone exceeds 300, the pubHc school board, with the

approval of the Minister, may establish and operate
a school or class for trainable retarded children and,

except as otherwise provided in this section, this

Part, except sections 70, 71 and 76, applies mutatis
mutandis in respect of such school or class.

Advisory
committee (2) Notwithstanding subsections 1 and 2 of section 73,

the board that operates a school or class for trainable

retarded children under subsection 1 shall establish

an advisory committee for trainable retarded children

consisting of.

two members appointed by such board from
among its members

;

227



(6) one member appointed by the board of the

separate school zone referred to in subsection 1

from among its members ; and

(c) two members appointed by the local associa-

tion or, where no local association has been

established, two members appointed by the

board that operates the school or class, who
shall not be members of such board.

7.— (1) This Act, except sections 1, 3, 4 and 5, comes into
^°'J["'^"^'®"

force on the day it receives Royal Assent.

(2) Sections 4 and 5 shall be deemed to have come into ^'^®™

force on the 1st day of July, 1972.

(3) Sections 1 and 3 come into force on the 1st day of
^^^^

January, 1973.

8. This Act may be cited as The Secondary Schools and Boards ^^°^^ *'^'^

of Education Amendment Act, 1972 {No. 2).
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Explanatory Notes

Section 1. The amendment provides for the use of the assessment

equalization factor provided by the Minister.

Section 2. The amendment makes the provisions of The Municipal

Elections Act, 1972 in respect of the vahdity of elections and corrupt

practices apply in the case of separate school board elections that are not

conducted under that Act.

Section 3. The section is re-enacted to make the requirements respecting

the preparation and adoption of estimates of a separate school board the

same as for a public school board and to make the provisions in respect

of the late submission to a municipal council of the rates required by a

separate school board the same as the provisions in respect of the late

submission of a requisition by a divisional board.
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BILL 228 1972

An Act to amend
The Separate Schools Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Subsection 15 of section 25 of The Separate Schools
^c^y^simenied

being chapter 430 of the Revised Statutes of Ontario, 1970,

as re-enacted by the Statutes of Ontario, 1971, chapter 70,

section 1, is amended by striking out "determined under
section 71 of The Assessment Act" in the tenth and eleventh

lines and inserting in lieu thereof "provided by the Minister".

2. The said Act is amended by adding thereto the following enacted
section

:

48. The provisions of The Municipal Elections ^ct,^°^^^^^^^

1972 in respect of the validity of elections and
corrupt practices apply to the election of trustees.

3. Section 65 of the said Act, as amended by the Statutes 8-^-„.^
' •' re-enacted

of Ontario, 1972, chapter 76, section 21, is repealed and the

following substituted therefor

:

65.—(1) Every separate school board shall prepare Batimates

and adopt estimates of all sums required during

the year for separate school purposes, and the

provisions of section 31 of The Secondary Schools ff^
^^°'

and Boards of Education Act in respect of the prep-

aration and adoption of the estimates of all sums
required for public school purposes by a board of a

school division apply mutatis mutandis to a separate

school board for separate school purposes.

(2) Where rates or taxes in respect of separate schools ^^^^^^
are levied and collected by the council of a municipality J^evy payable

under section 71 and the separate school board is

unable in any year to submit to the council on or
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before the first day of March the rates required

by the separate school board to be levied and collected

in the municipality for separate school purposes, the

later submission thereof does not relieve the council

of its duty under section 71 to levy and collect

such rates, and, where the municipality is required,

by reason of such later submission, to levy such
rates by a separate levy from the amount levied for

municipal purposes, the separate school board on the

request of the treasurer of the municipality, shall,

notwithstanding subsection 2 of section 71 ,
pay to the

treasurer the cost of levying such rates.

Application
ofR.S.0. 1970,
C. 284. 8. 307 (5)

(3) Subsection 5 of section 307 of The Municipal Act does

not apply to separate school boards.

8. 80(1) (0,
amended

R.S.0. 1970,
c. 405

4.— (1) Clause i of subsection 1 of section 80 of the said

Act is amended by adding at the end thereof "for the purposes

of that Act or under The Regional Municipal Grants Act

for the purposes of that Act".

8.80,
amended (2) The said section 80, as amended by the Statutes of

Ontario, 1972, chapter 76, section 26, is further amended
by adding thereto the following subsection

:

Duties of
secretary of
board re
school
support

R.S.0. 1970.
C.284

(6a) In respect of territory without municipal organization

referred to in subsection 6 that is part of a school

division, the secretary of the board of the school

division shall exercise the powers and perform the

duties of the clerk of a municipality under subsections

2a to 21 of section 516 of The Municipal Act for the

purposes of the district combined separate school

board.

8.90a,
enacted

5. The said Act is further amended by adding thereto the

following section

:

Effect of
boundary
change on
election

90a. Where the boundaries of an area designated under
subsection 2 of section 81 are to be altered effective

on the first day of January next following the election

of members of the county or district combined
separate school board for the area, the boundaries

of such area shall be deemed to have been so altered

for all purposes relating to such election.

m°enr*°°*' ^*— (^) ^^^^ ^^^' ^xcept sections 1, 3, 4 and 5, comes into

force on the day it receives Royal Assent.

Idem
(2) Sections 4 and 5 shall be deemed to have come into

force on the 1st day of July, 1972.
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Section 4.—Subsection 1. The amendment makes the definition of

"population" in The Separate Schools Ad consistent with the definition

in clause b of subsection 1 of section 38 of The Secondary Schools and
Boards of Education Act, as amended at this session.

Subsection 2, The amendment provides that the secretary of the

divisional board of education shall exercise the powers and duties of the

clerk of a municipality in respect of the revision and certification of the

list of assessed persons and school support supplied under section 23 of

The Assessment Act in those portions of territory without municipal organiza-

tion that are in the school division as well as in the district combined
separate school zone.

Section 5. The new section provides that boundary changes are

effective for election purposes.
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(3) Sections 1 and 3 come into force on the 1st day of i<iem

January, 1973.

7. This Act may be cited as The Separate Schools Amendment ^^°^^ *^itie

Act, 1972 {No. 2).
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BILL 228 1972

H

An Act to amend
The Separate Schools Act

ER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Subsection 15 of section 25 of The Separate Schools ^c^'^^^Qaded
being chapter 430 of the Revised Statutes of Ontario, 1970,

as re-enacted by the Statutes of Ontario, 1971, chapter 70,

section 1, is amended by striking out "determined under
section 71 of The Assessment Act" in the tenth and eleventh

lines and inserting in lieu thereof "provided by the Minister".

2. The said Act is amended by adding thereto the following Ina^cted

section

:

48. The provisions of The Municipal Elections Aci,^°^^^P^^^

1972 in respect of the validity of elections and
corrupt practices apply to the election of trustees.

3. Section 65 of the said Act, as amended by the Statutes s^^jj^^^^^

of Ontario, 1972, chapter 76, section 21, is repealed and the

following substituted therefor:

65.—(1) Every separate school board shall prepare es*^*'"*'®^

and adopt estimates of all sums required during

the year for separate school purposes, and the

provisions of section 31 of The Secondary Schools ff^-^^'^^-

and Boards of Education Act in respect of the prep-

aration and adoption of the estimates of all sums
required for public school purposes by a board of a

school division apply mutatis mutandis to a separate

school board for separate school purposes.

(2) Where rates or taxes in respect of separate schools ^^|^*^^^^

are levied and collected by the council of a municipali t v I®^}"
pa.vabu

^ ." by board
under section 71 and the separate school board is

unable in any year to submit to the council on or
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before the first day of March the rates required

by the separate school board to be levied and collected

in the municipality for separate school purposes, the

later submission thereof does not relieve the council

of its duty under section 71 to levy and collect

such rates, and, where the municipality is required,

by reason of such later submission, to levy such

rates by a separate levy from the amount levied for

municipal purposes, the separate school board on the

request of the treasurer of the municipality, shall,

notwithstanding subsection 2 of section 71, pay to the

treasurer the cost of levying such rates.

Application
of R.S.0. 1970.
c. 284, s. 307 (5)

(3) Subsection 5 of section 307 of The Municipal Act does

not apply to separate school boards.

8. 80(1) (t),

amended

R.S.0. 1970,
c. 405

4.— (1) Clause i of subsection 1 of section 80 of the said

Act is amended by adding at the end thereof "for the purposes

of that Act or under The Regional Municipal Grants Act

for the purposes of that Act".

8.80,
amended (2) The said section 80, as amended by the Statutes of

Ontario, 1972, chapter 76, section 26, is further amended
by adding thereto the following subsection

:

Duties of
secretary of
board re
school
support

R.S.0. 1970.
0.284

(6a) In respect of territory without municipal organization

referred to in subsection 6 that is part of a school

division, the secretary of the board of the school

division shall exercise the powers and perform the

duties of the clerk of a municipality under subsections

2« to 21 of section 516 of The Municipal Act for the

purposes of the district combined separate school

board.

8. 90a,
enacted

5. The said Act is further amended by adding thereto the

following section

:

Effect of
boundary
change on
election

90a. Where the boundaries of an area designated under
subsection 2 of section 81 are to be altered effective

on the first day of January next following the election

of members of the county or district combined
separate school board for the area, the boundaries

of such area shall be deemed to have been so altered

for all purposes relating to such election.

nw^r*'^*^^' ®*—(1) This Act, except sections 1, 3, 4 and 5, comes into

force on the day it receives Royal Assent.

Idem
(2) Sections 4 and 5 shall be deemed to have come into

force on the 1st day of July, 1972.

228



(3) Sections 1 and 3 come into force on the 1st day of ^^^^

January, 1973.

7 . This Act may be cited as The Separate Schools A mendment ®^°'*'^ '*"®

Act, 1972 {No. 2).
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Explanatory Note

The Bill regulates the giving of consumer reports and governs the

disclosure and review of the information. Information as to credit history

and as to character and health is included in the controls.

The main principles include the following

:

1. Consumer reporting agencies are required to be registered.

2. Persons ordering consumer reports are required to notify the

consumer.

3. If a credit information results in adverse action, the creditor is

required to notify the consumer of the report.

4. The consumer may inspect all the information about him in the files

of any consumer reporting agency.

5. The consumer may have information corrected, through the

authority of a tribunal, if necessary.

6. The information that may be included in a consumer report is

restricted to maintain a standard of accuracy and corroboration.
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BILL 229 1972

An Act to control the Storage and Supply
of personal Information for rating Purposes

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1.—(1) In this Act, J°te^X«-

(a) "consumer" means a natural person

;

{b) "consumer report" means a written, oral or other

communication by a consumer reporting agency of

credit information or personal information, or both,

pertaining to a consumer for consideration in

connection with a purpose set out in clause c of

subsection 1 of section 8

;

(c) "consumer reporting agency" means a person who
for gain or profit furnishes consumer reports;

(d) "credit information" means information, other than

personal information, about a consumer's borrowing

and repayment history, assets or credit worthiness;

(e) "Director" means the Executive Director of the

Commercial Registration Division of the Ministry

;

(/) "employment purposes" means the purposes of taking

into employment, granting promotion, reassigning

employment duties or retaining as an employee;

{g) "file", when used as a noun, means all of the

information pertaining to a consumer that is recorded

and retained by a consumer reporting agency,

regardless of the manner or form in which the

information is stored

;

{h) "Minister" means the Minister of Consumer and
Commercial Relations

;

229
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R.S.0. 1970.
c. 113

(i) "person" means a natural person, an association of

natural f)ersons, a partnership or a corporation

;

(J) "personal information" means information about a

consumer's character, reputation, health, physical or

personal characteristics or mode of living

;

(k) "Registrar" means the Registrar of Consumer Re-

porting Agencies

;

(/) "regulations" means the regulations made under

this Act

;

(w) "Tribunal" means The Commercial Registration

Appeal Tribunal under The Ministry of Consumer
and Commercial Relations Act.

Agrreements
to waive (2) This Act applies notwithstanding any agreement or

waiver to the contrary.

Registrar 2.—(1) There shall be a Registrar of Consumer Reporting

Agencies who shall be appointed by the Lieutenant Governor

in Council.

Duties
(2) The Registrar may exercise the powers and shall

perform the duties conferred or imposed upon him by or

under this Act under the supervision of the Director.

Registration 3 Nq person shall conduct or act as a consumer reporting
of consumer

, , . . 1 , 1 -r-. • it-* •

reporting agency unless he is registered by the Registrar under this Act.

Registration 4^—(J) An applicant is entitled to registration or renewal

of registration by the Registrar except where,

(a) having regard to his financial position, the applicant

cannot reasonably be expected to be financially

responsible in the conduct of his business ; or

(6) the past conduct of the applicant affords reasonable

grounds for belief that he will not carry on business

in accordance with law and with integrity and

honesty ; or

(c) the applicant is a corporation and,

(i) having regard to its financial position, it

cannot reasonably be expected to be financially

responsible in the conduct of its business, or
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(ii) the past conduct of its officers or directors

affords reasonable grounds for belief that its

business will not be carried on in accordance
with law and with integrity and honesty ; or

{d) the applicant is carrying on activities that are,

or will be, if the applicant is registered, in con-

travention of this Act or the regulations.

(2) A registration is subject to such terms and conditions conditions

to give effect to the purposes of this Act as are consented registration

to by the applicant, imposed by the Tribunal or prescribed

by the regulations.

(3) A registration is not transferable.
t)^*n8ferabie

5.— (1) Subject to section 6, the Registrar may refuse toRefusaito

register an applicant where in the Registrar's opinion the'^^*^^^'^

applicant is disentitled to registration under section 4.

(2) Subject to section 6, the Registrar may refuse to renew Revocation
^ ' •

,

'

.
°

. ^ -^
, and refusal

or may suspend or revoke a registration for any reason that to renew

would disentitle the registrant to registration under section

4 if he were an applicant, or where the registrant is in breach

of a term or condition of the registration.

6.—(1) Where the Registrar proposes to refuse to grant Notice of

or renew a registration or proposes to suspend or revoke refuse or

a registration, he shall serve notice of his proposal, together

with written reasons therefor, on the applicant or registrant.

(2) A notice under subsection 1 shall inform the applicant NotigB^

or registrant that he is entitled to a hearing by the Tribunal bearing

if he mails or dehvers, within fifteen days after the notice

under subsection 1 is served on him, notice in writing

requiring a hearing to the Registrar and the Tribunal, and
he may so require such a hearing.

(3) Where an applicant or registrant does not require ag^Ji®^°/
hearing by the Tribunal in accordance with subsection 2,^^^^°
the Registrar may carry out the proposal stated in his

notice under subsection 1.

(4) Where an applicant or registrant requires a hearing Poj^^^^o'

by the Tribunal in accordance with subsection 2, the Tribunal

shall appoint a time for and hold the hearing and, on the

application of the Registrar at the hearing, may by order

direct the Registrar to carry out his proposal or refrain

from carrying out his proposal and to take such action as

the Tribunal considers the Registrar ought to take in

229
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accordance with this Act and the regulations, and for such
purposes the Tribunal may substitute its opinion for that

of the Registrar.

of order°°^ (5) The Tribunal may attach such terms and conditions to

its order or to the registration as it considers proper to give

effect to the purposes of this Act.

Parties (6) The Registrar, the applicant or registrant who has
required the hearing and such other persons as the Tribunal
may specify are parties to proceedings before the Tribunal
under this section.

S2c°iittfon (^) Notwithstanding subsection 1, the Registrar may
cancel a registration upon the request in writing of the
registrant in the prescribed form surrendering his registration.

Snding^^^^ (8) Where, within the time prescribed therefor or, if no
renewal time is prescribed, before expiry of his registration, a

registrant has applied for renewal of his registration and
paid the prescribed fee, his registration shall be deemed to

continue,

(a) until the renewal is granted ; or

(b) where he is served with notice that the Registrar

proposes to refuse to grant the renewal, until the

time for giving notice requiring a hearing has expired

and, where a hearing is required, until the Tribunal

has made its order.

Order
effective,
stay

R.S.O. 1970,
c. 113

Further
applications

(9) Notwithstanding that a registrant appeals from an
order of the Tribunal under section Se of The Ministry of
Consumer and Commercial Relations Act, the order takes effect

immediately, but the Tribunal may grant a stay until dis-

position of the appeal.

7. A further application for registration may be made
upon new or other evidence or where it is clear that material

circumstances have changed.

reports'may ®*—(^^ ^° consumer reporting agency and no officer or
be given employee thereof shall knowingly furnish any information

from the files of the consumer reporting agency except in a
consumer report given,

(a) in response to the order of a court having jurisdiction

to issue such an order

;

{b) in accordance with the written instructions of the

consumer to whom the information relates ; or

229



(c) to a person who it has reason to beheve,

(i) intends to use the information in connection
with the extension of credit to or the collection

of a debt of the consumer to whom the

information pertains,

(ii) intends to use the information in connection
with the entering into or renewal of a tenancy
agreement,

(iii) intends to use the information for employment
purposes,

(iv) intends to use the information in connection

with the underwriting of insurance involving

the consumer,

(v) intends to use the information to determine
the consumer's eligibility for any matter under
a statute or regulation where the information

is relevant to the requirement prescribed by
law,

(vi) otherwise has a direct business need for the

information in connection with a business trans-

action involving the consumer.

(2) No person shall knowingly obtain any information wem

from the files of a consumer reporting agency respecting

a consumer except for the purposes referred to in sub-

section 1.

(3) Notwithstanding subsections 1 and 2, a consumer ^formation

reporting agency may furnish identifying information respect- identities

ing any consumer, limited to his name, address, former

addresses, places of employment, or former places of employ-
ment, to any ministry of the Government of Ontario or of

Canada or any province thereof, notwithstanding that such

information is not to be used for a purpose mentioned in

clause c of subsection 1

.

(4) A consumer reporting agency shall not sell, lease or sale of

transfer title to its files or any of them except to another

consumer reporting agency registered under this Act.

0.—(1) Every consumer reporting agency shall adopt all Proceduree

procedures reasonable for ensuring the greatest possible

accuracy and fairness in the contents of its consumer reports.
Information
Included in

(2) A consumer reporting agency shall not report

,

report""
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(a) any information that is not stored in a form capable
of being produced under section 1 1

;

(b) any information that is not extracted from informa-
tion appearing in files stored or collected in a repository
located in Canada.

"•™
(3) A consumer reporting agency shall not include in a

consumer report,

(a) any information based on evidence that is not
corroborated unless the lack of corroboration is

noted with and accompanies the information

;

{b) any personal information unless it has made reason-
able efforts to corroborate the evidence on which
the personal information is based;

(c) information as to judgments after seven years after

the judgment was given, unless the creditor or his

agent confirms in writing that it remains unpaid in

whole or in part, and such confirmation appears
in the file, or information in respect of a judgment
fully paid

;

{d) information as to any judgment against the consumer
unless mention is made of the name and address of the
judgment creditor as given at the date of entry of the
judgment and the amount

;

(e) information as to bankruptcies after fourteen years

from the date of assignment or petition in the most
recent bankruptcy

;

(/) information regarding any writs, judgments, col-

lections or debts that are statute barred unless it is

accompanied by evidence appearing in the file that

recovery is not barred by the expiration of a

limitation period

;

(g) information as to the payment or non-payment of

taxes or lawfully imposed fines after seven years;

(A) information as to convictions for crimes, after seven

years from the date of conviction or, where the con-

viction resulted in imprisonment, from the date of

release or parole, provided information as to con-
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victions for crimes shall not be reported if at any
time it is learned that after a conviction a full pardon
has been granted

;

(t) information regarding writs that are more than seven
years old or writs that were issued against the con-

sumer more than twelve months prior to the making
of the report unless the consumer reporting agency
has ascertained the current status of the action and
has a record of this on file

;

(_;) information regarding any criminal charges against

the consumer where the charges have been dismissed,

set aside or not proceeded with

;

{k) any other adverse item of information that is more
than seven years old unless it is voluntarily supplied

by the consumer to the consumer reporting agency

;

(/) information as to race, creed, colour, ancestry, ethnic

origin, or political affiliation;

(w) any information given orally unless the content of the

oral report is noted in writing in the file ; or

(«) any other information prescribed by the regulations.

10.—(1) Every person shall, upon the request of a con- ^iscio^iu-e

sumer, inform the consumer whether or not a consumer ref)ort o° demand

respecting him is being referred to in connection with any
specified transaction or matter in which such person is engaged,

and, if so, of the name and address of the consumer reporting

agency supplying the report.

(2) No person shall procure or cause to be prepared a con-^*^*^® °^

sumer report containing personal information respecting ato^ro^"^

consumer unless he notifies the consumer of the fact and the report

name and address of the consumer reporting agency in writing,

dehvered not later than five days after the report is requested.

(3) Where a person proposes to extend credit to a consumer i<*®™

and has obtained or proposes to obtain a consumer report

containing credit information only, he shall give notice of

the fact to the consumer in writing at the time of the applica-

tion for credit, or if the application is made orally, orally at

the time of the application for credit.

(4) No person extending credit to a consumer shall divulge
^\''ng°on

to other credit grantors any information as to transactions or credit
o

, • ,, , 1 11 Information
expenences between himself and the consumer unless ne
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notifies the consumer in writing at the time of the applica-

tion for credit that he intends to do so.

Form of
(5) Any notice referred to in this section may be contained

in the apphcation for credit if it is clearly set forth in bold

type not less thzm ten point in size above the signature of the

consumer.

Adverse
(6) Where credit involving a consumer is denied or the

charge for such credit is increased either wholly or partly

because of information received from a consumer reporting

agency or a person other than a consumer reporting agency,

the user of such information shall deliver to the consumer at

the time such action is communicated to the consumer notice

of the fact and,

(a) of the nature of the information where the informa-

tion is furnished by a person other than a consumer
reporting agency ; or

(b) of the name and address of the consumer reporting

agency, where the information is furnished by a con-

sumer reporting agency.

Consumer to
^^*—(^) Every consumer reporting agency shall, at the

disclosure written request of a consumer and during normal business

hours clearly and accurately disclose to the consumer, without

charge,

{a) the nature and substance of all information in its

files pertaining to the consumer at the time of the

request

;

(6) the sources of credit information

;

(c) the names of the recipients of any consumer report

pertaining to the consumer that it has furnished,

(i) for employment purposes, within the two year

period preceding the request , and

(ii) for any other purpose, within the six month
period preceding the request

;

(d) copies of any written report made pertaining to the

consumer to any other person or, where the report

was oral, particulars of the content of such oral

report,

229



and shall inform the consumer of his right to protest any
information contained in the file under sections 12 and 13

and the manner in which a protest may be made.

(2) The disclosures required under this section shall be made Method of
\

'

^ disclosure
to the consumer,

(a) in person if he appears in person and furnishes proper
identification

;

(6) by telephone if he has made a written request, with

sufficient identification, for telephone disclosure and
the toll charge, if any, for the telephone call is pre-

paid by or charged directly to the consumer.

(3) Every consumer reporting agency shall provide trained i<iem

{personnel to explain to the consumer any information fur-

nished to him under this section.

(4) The consumer shall be permitted to be accompanied by one consumer's

other person of his choosing to whom the consumer reporting

agency may be required by the consumer to disclose his file.

(5) The consumer reporting agency shall permit the con- Abstract

sumer to whom information is disclosed under this section to

make an abstract thereof.

(6) A consumer reporting agency shall require reasonable i<ientiflcation

identification of the consumer and a person accompanying
him before making disclosures under this section.

(7) A consumer reporting agency shall not require a con-N^o^^^j^^j^

sumer to give any undertaking or waive or release any
right or chose in action as a condition precedent to his access

to his file under this section.

12.—(1) Where a consumer disputes the accuracy or com-^^^®^J:^°°

pleteness of any item of information contained in his file,

the consumer reporting agency shall use its best endeavours to

confirm or complete the information and shall correct, supple-

ment or delete the information in accordance with good
practice.

(2) Where a consumer reporting agency corrects, supple- w®™

ments or deletes information under subsection 1, the consumer
reporting agency shall, at the request of the consumer, furnish

notification of the correction, supplement or deletion to any
person specifically designated by the consumer who received

a consumer report based on the unamended file within two
years before the correction, supplement or deletion is made.

229
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Order by
Re^strar
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information

10

13.—(1) The Registrar may order a consumer reporting

agency to amend or delete any information, or by order

restrict or prohibit the use of any information, that in his

opinion is inaccurate or incomplete or that does not comply

with the provisions of this Act or the regulations.

Enforcement (2) The Registrar may order a consumer reporting agency

to furnish notification to any person who has received a

consumer report of any amendments, deletions, restrictions

or prohibitions imposed by the Registrar.

Hearing by (3) Where the consumer or consumer reporting agency

considers himself aggrieved by a decision of the Registrar

under this section, he may apply to the Tribunal for a hearing

and section 6 applies, mutatis mutandis, to the decision in the

same manner as to a proposal by the Registrar under section 6

and as if the consumer and the consumer reporting agency

each were an applicant or registrant, except that an order

of the Registrar may be issued and take effect immediately,

but the Tribunal may grant a stay until the order becomes

final.

Disclosure
of sources (4) At a hearing before the Tribunal for the purposes of

subsection 3, the consumer may require the consumer

reporting agency to disclose the source of any information

contained in its files.

Notice^^f J 4^ Every consumer reporting agency shall, within five

changes days after the event, notify the Registrar in writing of,

(fl) any change in its address for service

;

(6) any change in the officers in the case of a cor-

poration or of the members in the case of a partner-

ship ; and

(c) in the case of a corporation, any change in the

ownership of its shares.

Investigation
of complaints

Idem

Idem

15.—(1) Where the Registrar receives a complaint in

respect of a consumer reporting agency and so requests

in writing, the consumer reporting agency shall, where it has

received the consumer's consent in writing, furnish the

Registrar with such information respecting the matter

complained of as the Registrar requires.

(2) The request under subsection 1 shall indicate the

nature of the inquiry involved.

(3) For the purposes of subsection 1, the Registrar or

any person designated in writing by him may on notice

229
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at any reasonable time enter upon the business premises
of the consumer reporting agency to make an inspection

in relation to the complaint.

16. The Minister may by order appoint a person to make an investigation
IT r r Qjj order

mvestigation mto any matter to which this Act applies as of Minister

may be specified in the Minister's order and the person

appointed shall report the result of his investigation to the

Minister, and for the purposes of the investigation, the person

making it has the powers of a commission under Part II of

The Public Inquiries Act, 1971, which Part applies to such i^'^i' c- 49

investigation as if it were an inquiry under the Act.

17.— (1) Where, upon a statement made under oath, the i°v«8^ig^a^io°

Director believes on reasonable and probable grounds that

any person has,

{a) contravened any of the provisions of this Act or the

regulations ; or

[b) committed an offence under the Criminal Code^-^^^^^-

(Canada) or under the law of any jurisdiction that

is relevant to his fitness for registration under this

Act,

the Director may by order appoint one or more persons to

make an investigation to ascertain whether such a contra-

vention of the Act or regulation or the commission of such

an offence has occurred and the person appointed shall

report the result of his investigation to the Director.

(2) For purposes relevant to the subject-matter of anPo^«™°^Qj.

investigation under this section and, notwithstanding section

8, the person appointed to make the investigation may
inquire into and examine the affairs of the person in respect

of whom the investigation is being made and may,

(a) upon production of his appointment, enter at any
reasonable time the business premises of such person

and examine books, papers, documents, consumer
files and things relevant to the subject-matter of the

investigation ; and

(6) inquire into negotiations, transactions, loans, bor-

rowings made by or on behalf of or in relation to

such person and into property, assets or things

owned, acquired or alienated in whole or in part by
him or any person acting on his behalf that are

relevant to the subject-matter of the investigation,
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1971, C. 49

and for the purposes of the inquiry, the person making the

investigation has the powers of a commission under Part 1 1 of

The Public Inquiries Act, 1971, which Part applies to such
inquiry as if it were an inquiry under that Act.

Obstruction (3) No person shall obstruct a person appointed to make
Investigator an investigation under this section or withold from him or

conceal or destroy any books, papers, documents or things

relevant to the subject-matter of the investigation.

Entry and (4) Where a provincial judge is satisfied, upon an ex parte

application by the person making an investigation under this

section, that the investigation has been ordered and that such
person has been appointed to make it and that there is

reasonable ground for believing there are in any building,

dwelling, receptacle or place any books, papers, documents or

things relating to the p)erson whose affairs are being

investigated and to the subject-matter of the investigation,

the provincial judge may, whether or not an inspection has

been made or attempted under clause a of subsection 2,

issue an order authorizing the person making the investigation,

together with such police officer or officers as he calls upon to

assist him, to enter and search, if necessary by force, such

building, dwelling, receptacle or place for such books, papers,

documents or things and to examine them, but every such

entry and search shall be made between sunrise and sunset

unless the provincial judge, by the order, authorizes the person

making the investigation to make the search at night.

S^ks'^etc'^ (5) Any person making an investigation under this section

may, upon giving a receipt therefor, remove any books,

papers, documents or things examined under clause a of

subsection 2 or subsection 4 relating to the person whose
affairs are being investigated and to the subject-matter
of the investigation for the purpose of making copies of

such books, papers or documents, but such copying shall be
carried out with reasonable dispatch and the books, papers or

documents in question shall be promptly thereafter returned

to the person whose affairs are being investigated.

Certified
copies (6) Any copy made as provided in sul^ection 5 and certified

to be a true copy by the person making the investigation is

admissible in evidence in any action, proceeding or prosecution

as primafacie proof of the original book, paper or document and
its contents.

Appointment
of exnexpert (7) The Minister or Director may appoint any expert

to examine books, papers, documents or things examined
under clause a of subsection 2 or under subsection 4.

229
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18.—(1) Every person employed in the administration of^nQdentiai
this Act, including any person making an inquiry, inspection

or an investigation under section 15, 16 or 17 shall preserve

secrecy in respect of all matters that come to his knowledge
in the course of his duties, employment, inquiry, inspection or

investigation and shall not communicate any such matters to

any other person except,

[a] as may be required in connection with the administra-

tion of this Act and the regulations or any proceedings

under this Act or the regulations ; or

{b) to his counsel ; or

(c) with the consent of the. person towhom the information

relates.

(2) No person to whom subsection 1 applies shall beTestimony

required to give testimony in any civil suit or proceedingsuit

with regard to information obtained by him in the course of

his duties, employment, inquiry, inspection or investigation

except in a proceeding under this Act or the regulations.

19.— (1) Any notice or order required to be given, de- service

livered or served under this Act or the regulations is suffi-

ciently given, delivered or served if delivered personally or

sent by registered mail addressed to the person to whom
delivery or service is required to be made at his last-known

address.

(2) Where service is made by registered mail, the service^*^®'"

shall be deemed to be made on the third day after the day of

mailing unless the person on whom service is being made
establishes that he did not, acting in good faith, through

absence, accident, illness or other cause beyond his control

receive the notice or order until a later date.

20.—(1) Where it appears to the Director that any person Restraining

does not comply with any provision of this Act, the regulations

or an order made under this Act, notwithstanding the

imposition of any penalty in respect of such non-compliance

and in addition to any other rights he may have, the

Director may apply to a judge of the High Court for an

order directing such person to comply with such provision,

and upon the application, the judge may make such order or

such other order as the judge thinks fit.

(2) An appeal lies to the Supreme Court from an order made^PP®*'

under subsection 1

.
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False
information

21. No person shall knowingly supply false or misleading

information to another who is engaged in making a consumer
report.

Offences 22.—(1) Every person who,

(a) knowingly, furnishes false information in any appli-

cation under this Act or in any statement or return

required to be furnished under this Act or the

regulations

;

(b) fails to comply with any order, direction or other

requirement made under this Act ; or

(c) contravenes any prbvision of this Act or the

regulations,

and every director or officer of a corporation who knowingly
concurs in such furnishing, failure or contravention is guilty of

an offence and on summary conviction is liable to a fine of not

more than $2,000 or to imprisonment for a term of not more
than one year, or to both.

Corporations (2) Where a corporation is convicted of an offence under
subsection 1, the maximum penalty that may be imposed
upon the corporation is $25,000 and not as provided therein.

Limitation
(3) No proceeding under clause a of subsection 1 shall be

commenced more than one year after the facts upon which the

proceeding is based first came to the knowledge of the

Director.

Idem
(4) No proceeding under clause 6 or c of subsection 1 shall

be commenced more than two years after the time when
the subject-matter of the proceeding arose.

Certificate
as evidence

23.—(1) A statement as to,

(a) the registration or non-registration of any person

;

(6) the filing or non-filing of any document or material

required or permitted to be filed with the Registrar

;

(c) the time when the facts upon which proceedings are

based first came to the knowledge of the Director; or

(d) any other matter pertaining to such registration,

non-registration, filing or non-filing,

229
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purporting to be certified by the Director is, without proof

of the office or signature of the Director, receivable in evidence

as prima facie proof of the facts stated therein for all purposes

in any action, proceeding or prosecution.

(2) Any document under this Act purporting to be signed ^^j^^o^,

by the Minister, or any certified copy thereof, is receivable signature

in evidence in any action, prosecution or other proceeding as

prima facie proof that the document is signed by the Minister

without proof of the office or signature of the Minister.

24. The Lieutenant Governor in Council may makeResruiations

regulations,

{a) exempting any class of persons from this Act or the

regulations or any provision thereof

;

[h) governing appHcations for registration or renewal of

registration and prescribing terms and conditions of

registration

;

(c) requiring the payment of fees on application for

registration or renewal of registration, and prescribing

the amounts thereof

;

{d) requiring registered consumer reporting agencies to

be bonded in such form and terms and with such

collateral security as are prescribed, and providing

for the forfeiture of bonds and the disposition of the

proceeds

;

{e) prescribing further procedures respecting the con-

duct of matters coming before the Tribunal

;

(/) requiring and governing the books, accounts and
records that shall be kept by consumer reporting

agencies

;

{g) prescribing information that may not be reported

by a consumer reporting agency or contained in its

files;

[h) prescribing information that must be contained in a

consumer report

;

{i) requiring consumer reporting agencies to make returns

and furnish information to the Registrar;

{j) prescribing forms for the purposes of this Act and

providing for their use

;
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{k) requiring any information required to be furnished or

contained in any form or return to be verified by
affidavit.

Commence- 25. Thls Act comes into force on a day to be named
by the Lieutenant Governor by his proclamation.

Short title 26. This Act may be cited as The Consumer Reporting

Act, 1972.
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BILL 230 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend The Family Benefits Act

The Hon. R. Brunelle
Minister of Community and Social Services

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Notes

Section 1. The purpose of the Bill is to provide for interim payments
for maintenance to an applicant or recipient after a request for review has

been made to the board.

Section 2. The amendment corrects an error in reference.
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BILL 230 1972

An Act to amend
The Family Benefits Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Section 12 of The Family Benefits Act, being chapter 157 8i2.

of the Revised Statutes of Ontario, 1970, as re-enacted by
the Statutes of Ontario, 1971, chapter 50, section 38, is amended
by adding thereto the following subsections

:

(la) Where a request for a hearing in accordance with Jj^^^^^^^^g

section 10c has been made and the board of review is

satisfied that there may be financial hardship to the

applicant or recipient during the period of time needed

for the board to complete its review and make a

decision, the board may, before holding the hearing,

direct the Director to provide from time to time such

amount as the board considers necessary for the

maintenance of the applicant or recipient and any of

his dependants until the board has completed its

review and has given notice of its decision to the

applicant or recipient, provided that such amount
shall not exceed the maximum amount of an allow-

ance prescribed in the regulations.

{\h) The Statutory Powers Procedure Act, 1971 does not i^Ti. c. 47.

,

-^
,

.

, , , , , , , not to apply
apply to proceedmgs of the board of review under

subsection la.

2. Subsection 3 of section 16 of the said Act is amended by «• ^^^^^^^j

striking out "subsection 5 of section 16 of The Family Benefits

Act, 1967" in the third and fourth lines and inserting in lieu

thereof "subsection 4 of section 14 of The Family Benefits Act,

1966".

3. This Act comes into force on the day it receives Royal ^^^«°°«-

Assent.

4. This Act may be cited as The Family Benefits A mendmcnt s^ort title

Act, 1972.

230



bo



BILL 230

2nd Session, 29th Legislature, Ontario
21 Elizabeth II. 1972

An Act to amend The Family Benefits Act

The Hon. R. Brunelle
Minister of Community and Social Services

TORONTO
Printed and Published by The Queen's Printer and Publisher

.jmk^



Ii> t',A rt/



BILL 230 1972

An Act to amend
The Family Benefits Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Section 12 of The Family Benefits Act, being chapter 157 s- 12.

of the Revised Statutes of Ontario, 1970, as re-enacted by
the Statutes of Ontario, 1971 , chapter 50, section 38, is amended
by adding thereto the following subsections

:

(Ifl) Where a request for a hearing in accordance with
^'®jJ^J^j^

section 10c has been made and the board of review is

satisfied that there may be financial hardship to the

applicant or recipient during the period of time needed

for the board to complete its review and make a

decision, the board may, before holding the hearing,

direct the Director to provide from time to time such

amount as the board considers necessary for the

maintenance of the applicant or recipient and any of

his dependants until the board has completed its

review and has given notice of its decision to the

applicant or recipient, provided that such amount
shall not exceed the maximum amount of an allow-

ance prescribed in the regulations.

(16) The Statutory Powers Procedure Act, 1971 does not ^^^f^c.

«

apply to proceedings of the board of review under

subsection \a.

2. Subsection 3 of section 16 of the said Act is amended by
|-^g^n^gj

striking out "subsection 5 of section 16 of The Family Benefits

Act, 1967" in the third and fourth lines and inserting in lieu

thereof "subsection 4 of section 14 of The Family Benefits Act,

1966".

3. This Act comes into force on the day it receives Royal
Jfenr""^*"

Assent.

4. This Act may be cited as The Family Benefits A mendment short title

Act, 1972.
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BILL 231 Private Member's Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to establish The Noise Research Bureau

Mrs. Scrivener

i

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Note

The purpose of this Bill is to establish a bureau which will co-ordinate

studies and research on noise measurement and control.
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BILL 231 1972

An Act to establish
The Noise Research Bureau

HER MAJESTY, by and with the advice and consent
of the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. In this Act, Suor-

(a) "Bureau" means the Noise Research Bureau;

{b) "Minister" means the Minister of the Environment.

2.—(1) A bureau to be known as the "Noise Research f^^fsbed
Bureau" is hereby established.

(2) The Bureau shall be composed of not fewer than seven ^°"**^"*"

members apix)inted by the Lieutenant Governor in Council.

3. The Lieutenant Governor in Council may designate one Chairman

of the members to be chairman of the Bureau.

4. Five members of the Bureau constitute a quorum. Quorum

5. The Lieutenant Governor in Council may fill any v**^"*'*®^

vacancy among the members of the Bureau.

6.— (1) The objects of the Bureau are and it has power, ^^

{a) to study the public attitude towards noise in the

environment

;

{b) to establish noise indicator charts which will set out

the maximum safe sound pressure levels for certain

sources in the environment

;

(c) to study the practicability of the decibel scale as a

unit for accurately measuring noise

;

231
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Further
powers

(d) to establish methods of accurately identifying in-

dividual sources of noise

;

(e) to co-ordinate future noise research studies and studies

now being carried out under government research

grants

;

(/) to inform the Minister as to the results of any study

made by the Bureau ; and

{g) to disseminate information respecting the recognition

and prevention of noise pollution in the environment.

(2) Subject to the approval of the Lieutenant Governor in

Council, for the furtherance of its objects, the Bureau may
enter into agreements with universities, corporations or persons

for the experimentation in methods of evaluating and reducing

noise.

By-laws

Annaal
report

Commence-
ment

7. The Bureau may make such by-laws as are considered

expedient for its constitution and the administration of its

affairs, and may do such other things as are considered

necessary or advisable to carry out its objects.

8. The Bureau shall make a report annually to the Minister

who shall submit the report to the Lieutenant Governor in

Council and shall then lay the report before the Assembly if

it is in session or, if not, at the next ensuing session.

9. This Act comes into force on the day it receives Royal
Assent.

Short title 10. This Act may be cited as The Noise Research Bureau
Act. 1972.
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BILL 232 Private Member's Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend The Employment Standards Act

Mr. Drea

TORONTO
Printed and Published by The Queen's Printer and Publisher
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Explanatory Note

Self-explanatory.
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BILL 232 1972

An Act to amend
The Employment Standards Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Clause /of subsection 1 of section 36 of The Employment
re-enacted

Standards Act, being chapter 147 of the Revised Statutes of

Ontario, 1970, is repealed and the following substituted

therefor

:

(/) exempting any class of employers or employees from

the application of this Act or the regulations or any

provision thereof, except for a superintendent, janitor

or caretaker of a residential building who resides

in the building.

2. This Act comes into force on the day it receives Royal co^mence-

Assent.

3. This Act may be cited as The Employment Standards ^^o'^^^^^^^

Amendment Act, 1972.
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BILL 233 Private Member's Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II. 1972

An Act to amend The Highway Traffic Act

Mr. Shulman

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Note

The purpose of the amendment is to provide for the medical testing

of motor vehicle drivers suspected of being under the influence of drugs.

233



BILL 233 1972

An Act to amend
The Highway Traffic Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. The Highway Traffic Act, being chapter 202 of the |J^°£g^
Revised Statutes of Ontario, 1970, is amended by adding

thereto the following section

:

20a. Where a peace officer on reasonable and probable
^^^'JJj^j^^g^^jQ^

grounds believes that a person is driving or has the ^^|^® ^^^^

care and control of a motor vehicle, or at any time belief driver

within the preceding two hours has driven or had influence

the care and control of a motor vehicle, while his° * ^^

ability to drive a motor vehicle is or was impaired

by a drug, the peace officer may require the person

forthwith or as soon thereafter as is practicable to

submit to such medical examination as may be

necessary to determine the presence or absence of a

drug and such person shall be deemed to have con-

sented to such medical examination.

2. This Act comes into force on the day it receives Royal commence-

Assent.

3. This Act may be cited as The Highway Traffic Amend-^^^'^^'^^^^

ment Act, 1972.

233



^3

Co

X
a

>



BILL 234 Private Member's Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend
The Employment Standards Act

Mr. Bounsall

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Note

Self-explanatory.
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BILL 234 1972

An Act to amend
The Employment Standards Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Section 12 of The Employment Standards Act, being
^g^^^^^^^^j

chapter 147 of the Revised Statutes of Ontario, 1970, is

repealed and the following substituted therefor

:

12. This Part applies to, ;i;
^/?art*"°°

{a) the Crown, every agency thereof and any
board, commission, authority or corporation

that exercises any functions assigned or

delegated to it by the Crown ; and

(6) a person who is laid off or terminated during

or as a result of a strike or lock-out at his

place of employment.

2. This Act comes into force on the day it receives Royal co^mence-

Assent.

3. This Act may be cited as The Employment Standards^^°^^^^^^

Amendment Act, 1972.
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BILL 235 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend
The Hospital Labour Disputes Arbitration Act

The Hon. F. Guindon
Minister of Labour

TORONTO
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Explanatory Note

The purpose of this Bill is to reduce delays in the arbitration process

by abridging the existing time limits before arbitration begins and the

duration of the arbitration and by making the date of the giving of the

arbitration award the date when the award is effective.

The Bill also permits arbitration by a single arbitrator upon agreement,

and provides for multiple arbitration of several hospital disputes.

The Bill also limits the period of time an award is to be operative.

The Bill also requires the immediate termination of any strike or

lock-out of persons employed in a stationary power plant that is operated

principally for one or more than one hospital that is in effect when the

Bill comes into force and requires arbitration of the matters in dispute.
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BILL 235 1972

An Act to amend
The Hospital Labour Disputes Arbitration Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) Subsection 1 of section 1 of The Hospital Labour ^^^^^^^
Disputes Arbitration Act, being chapter 208 of the Revised

Statutes of Ontario, 1970, is amended by relettering clause a

as clause aa and by adding thereto the following clause:

(a) "Commission" means The Ontario Labour-
Management Arbitration Commission.

(2) Subsection 3 of the said section 1 is repealed and the
^g^g<^]|;^.^j

following substituted therefor

:

(3) A laundry that is operated exclusively for one orL»'"»<*'fy

more than one hospital shall be deemed to be a

hospital for the purposes of this Act.

(4) A stationary power plant as defined in The Operating |ower pfant

Engineers Act that is operated principally for one or^-^-^^°>

more than one hospital shall be deemed to be a

hospital for the purposes of this Act.

2. Section 3 of the said Act is repealed and the following ^^3^^^^^,^^

substituted therefor

:

3. Where a conciliation officer appointed under section Notice of no
._ , ^, _ , r. I

• A 1 1 rr COUectlVe
15 of I he Labour Relations Act is unable to effect aagreement

collective agreement within the time allowed under c. 232

section 17 of that Act, the Minister shall forthwith

by notice in writing inform each of the parties that

the conciliation officer has been unable to effect a

collective agreement, and sections 16 and 18 of The
Labour Relations Act shall not apply.
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• 4.

re-«n«ot«d
3, Section 4 of the said Act is repealed and the following

substituted therefor

:

ArMtntlon Where the Minister has informed the parties that the

conciliation officer has been unable to effect a collec-

tive agreement, the matters in dispute between the

parties shall be decided by arbitration in accordance

with this Act.

Appointment
ofslnffle
arbitrator

4a.—(1) Where the parties agree to have the matters in

dispute between them decided by a single arbitrator,

they shall, within the time set out in subsection 1 of

section 5, jointly appoint a person who has indicated

his willingness to act.

Sinsle
arbitrator's
powers

(2) The person so appointed shall constitute the board

of arbitration for the purposes of this Act and he

shall have the powers and duties of a chairman of a

board of arbitration.

Notice to
Minister (3) As soon as the parties appoint a person to act as a

single arbitrator, they shall notify the Minister of

the name and address of the person appointed.

s. 5 (!•«. 10
re-enacted'

4.—(1) Subsections 1, 2, 3, 4, 5, 6 and 10 of section 5 of the

said Act are repealed and the following substituted therefor:

Appointment
of board of
arbitration

(1) Within seven days after the day upon which the

Minister has informed the parties that the conciliation

officer has been unable to effect a collective agree-

ment, each of the parties shall appoint to a board of

arbitration a member who has indicated his willing-

ness to act.

Extension
of 7 day
period

(2) The parties by a mutual agreement in writing may
extend the period of seven days mentioned in sub-

section 1 for one further period of seven days.

Failure
to appoint
member

(3) Where a party fails to appoint a. member of a board
of arbitration within the period or periods mentioned
in subsection 1, the Minister, upon the written request

of either of the parties, shall appoint such member.

Third
member (4) Within ten days after the day on which the second of

the members was appointed, the two members
appointed by or on behalf of the parties shall appoint
a third member who has indicated his willingness to

act, and such third member shall be the chairman.
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(5) Where the two members appointed by or on behalf
f^^^^^jj^^.

of the parties fail within ten days after the appoint- tiiird member

ment of the second of them to agree upon the third

member, notice of such failure shall be given forthwith

to the Minister by the parties, the two members or

either of them and the Minister shall appoint as a

third member a person who,

{a) is employed as an arbitratorby the Commission

;

(b) is approved to act as an arbitrator by the

Commission and whose name is on the register

of arbitrators maintained by the Commission

;

or

(c) is, in the opinion of the Minister, qualified to

act.

(6) As soon as one of the parties appoints a member to^p^Q^®^°^gjj^

a board of arbitration, that party shall notify the ^y party

other party and the Minister of the name and address

of the member appointed.

(6fl) As soon as the two members appoint a third member, appointment
they shall notify the Minister of the name and by members

address of the third member appointed.

(10) If the person appointed jointly by the parties as st.YXitT&tor^^

single arbitrator dies before he has completed his i°aWe to act

work or is unable to enter on or to carry on his

duties so as to enable him to render a decision within

a reasonable time after his appointment, the Minister

may, upon notice or complaint to him by either of the

parties and after consulting the parties, inform the

parties in writing that the arbitrator is unable to

enter on or to carry on his duties and the provisions

of this section relating to the appointment of a

board of arbitrators shall thereupon apply mutatis

mutandis.

(2) The said section 5 is further amended by adding thereto
I^J'^jj^j^^j

the following subsections

:

(llfl) The chairman of the board of arbitration shall fixg^'"'"*"

the time and place of the first or any subsequent ^^eari'^sf*

hearing and shall give notice thereof to the Registrar

of the Commission and the Registrar shall notify the

parties and the members of the board of arbitration

thereof. ' "
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Fallareof
member
to Attend

s.5(12).
re-enacted

Order to
expedite
Itrooeedlngs

(116) Where a member of a board of arbitration appointed

by a party or by the Minister is unable to attend the

first hearing at the time and place fixed by the

chairman, the party shall, upon the request in writing

of the chairman, appoint a new member in place of

such member and where such appointment is not

made within five days of the date of the request, the

Minister shall, upon the written request of the chair-

man, appoint a new member in place of such member.

(3) Subsection 12 of the said section 5 is repealed and the

following substituted therefor

:

(12) Where a board of arbitration has been established,

the chairman shall keep the Registrar of the Com-
mission advised of the progress of the arbitration

and where the Registrar advises the Minister that the

board has failed to render a decision within a reason-

able time, the Minister may, after consulting the

parties and the board, issue whatever order he con-

siders necessary in the circumstances to ensure that

a decision will be rendered without delay.

se. 5a, 56,
enacted

5. The said Act is amended by adding thereto the following

sections

:

Appointment
or
proceedings
of board
not snbject
to review

Slnsle
arbitration
of several
dlspatee

PartiM

Powers
of board

5a. Where a person has been appointed as a single

arbitrator or the three members have been appointed

to a board of arbitration, it shall be presumed con-

clusively that the board has been established in

accordance with this Act and no application shall

be made, taken or heard for judicial review or to

question the establishment of the board or the

appointment of the member or members, or to review,

prohibit or restrain any of its proceedings.

56.—(1) Where there are matters in dispute between
parties to be decided by more than one arbitration

in accordance with this Act, the parties may agree

in writing that the matters in dispute shall be
decided by one board of arbitration.

(2) For the purposes of section 5, the trade unions and
councils of trade unions that are the bargaining agents

for or on behalf of any hospital employees to whom
this Act apphes shall be one party and the employers
of such employees shall be the other party.

(3) In an arbitration to which this section applies, the

board may, in addition to the powers conferred

upon a board of arbitration by this Act,
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(a) make a decision on matters of common dispute

between all of the parties ; and

(b) refer matters of particular dispute to the

parties concerned for further bargaining.

(4) Where matters of particular dispute are not resolved ^'*®™

by further collective bargaining pursuant to clause b

of subsection 3, the board shall decide the matters.

6. Subsections 2, 3, 4, 5, 6, 7 and 8 of section 7 of the 8^7j2-8x^^

said Act are repealed and the following substituted therefor:

(2) If the parties fail to put the terms of all the matters f*make
agreed upon by them in writing or if having put the asrreement

terms of their agreement in writing either of them
fails to execute the document within seven days

after it was executed by the other of them, they

shall be deemed not to have made a collective agree-

ment, and the provisions of sections 3 and 4 or

sections 5 and 6, as the case may be, shall apply.

(3) Where, during the bargaining under this Act or Decision

during the proceedings before the board of arbitra-

tion, the parties have agreed upon some matters to

be included in the collective agreement and have

notified the board in writing of the matters agreed

upon, the decision of the board shall be confined to

the matters not agreed upon by the parties and to

such other matters that appear to the board necessary

to be decided to conclude a collective agreement

between the parties.

(4) Where the parties have not notified the board of^**®"^

arbitration in writing that, during the bargaining

under this Act or during the proceedings before the

board of arbitration, they have agreed upon some
matters to be included in the collective agreement,
the board shall decide all matters in dispute and such

other matters that appear to the board necessary to

be decided to conclude a collective agreement
between the parties.

(5) Within five days of the date of the decision of the^^^"^*°n°°'

board of arbitration or such longer period as may be
agreed upon in writing by the parties, the parties

shall prepare and execute a document giving effect

to the decision of the board and any agreement of the

parties, and the document thereupon constitutes a

collective agreement.
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Preparation
of •trroement
by board

Failure
to execute
agreement

R.S.0. 1970,
c. 232

Effective
date

(6) If the parties fail to prepare and execute a document

in the form of a collective agreement giving

effect to the decision of the board and any agreement

of the parties within the p)eriod mentioned in sub-

section 4, the parties or either of them shall notify

the chairman of the board in vsriting forthwith, and

the board shall prepare a document in the form of a

collective agreement giving effect to the decision of

the board and any agreement of the parties and submit

the document to the parties for execution.

(7) If the parties or either of them fail to execute the

document prepared by the board within a period of

five days from the day of its submission by the

board to them, the document shall come into effect

as though it had been executed by the parties and

the document thereupon constitutes a collective

agreement under The Labour Relations Act.

(8) Except in arbitrations under section Sb, the date the

board of arbitration gives its decision is the effective

date of the document that constitutes a collective

agreement between the parties.

Idem

Term of
acrreement

(9) The date the board of arbitration gives its decision

under section 5b upon matters of common dispute

shall be deemed to be the effective date of the

document that constitutes a collective agreement
between the parties.

(10) Except where the parties agree to a longer term of

operation, any document that constitutes a collective

agreement between the parties shall remain in force

for a period of one year from the effective date of

the document.

Idem
(11) Notwithstanding the provisions of subsection 9 and

except where the parties agree to a longer term of

operation, a document that constitutes a collective

agreement shall cease to operate on the expiry of a
period of two years,

(a) from the day upon which notice was given
under section 13 of The Labour Relations Act;
or

(6) from the day upon which the previous collective

agreement ceased to operate where notice was
given under section 45 of The Labour Relations
Act.
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(12) Where under subsection 10, the period of two years i^^®™

has expired on or will expire within a period of less

than ninety days from the date the board of arbitra-

tion gives its decision, the document that constitutes

a collective agreement shall continue to operate for •

a period of ninety days from the date the board of

arbitration gives its decision for the purposes of

subsection 4 of section 5, subsection 1 of section 45
and subsection 2 of section 49 of The Labour Relations

^fa?'
^^™'

Act.

(13) In making its decision upon matters in dispute be- i^^e™

tween the parties, the board of arbitration may
provide,

(a) where notice was given under section 13 of

The Labour Relations Act, that any of the

terms of the agreement except its term of

operation shall be retroactive to such day as

the board may fix, but not earlier than the

day upon which such notice was given ; or

{b) where notice was given under section 45 of The
Labour Relations Act, that any of the terms

of the agreement except its term of operation

shall be retroactive to such day as the board
may fix, but not earHer than the day upon
which the previous agreement ceased to

operate.

7. Subsections 2 and 3 of section 8 of the said Act are 8.8(2).,,,,,. , . - re-enacted;
repealed and the followmg substituted therefor

:

s. 8 O),
repealed

(2) Sections 65 and 66, subsection 1 of section 67 and^^^i^'^*"^^^

sections 68, 82, 83 and 84 of The Labour Relations ^ ^2

Act as amended or re-enacted from time to time apply

mutatis mutandis under this Act as if such sections

were enacted in and form part of this Act.

8.—(1) Subsection 1 of section 9 of the said Act is amended
Ij^^^^^j^^

by striking out "or mediator" in the fifth and sixth lines.

(2) Subsection 2 of the said section 9 is amended by » 9(2).
^ ' •' amended

strikmg out "or mediator" in the fifth line and in the thirteenth

line.

0. The said Act is further amended by adding thereto the ^g^^^^*^'

following sections

:

11a. A notice by the Minister that a conciliation officer 5[|*y®^

has been unable to effect a collective agreement if

sent by mail to a party addressed to the party at its
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last known address shall be deemed to have been

received on the second day after the day on which

the notice was so mailed.

PlUnsof
deolsfooB

116. Every chairman of a board of arbitration shall file a

copy of every decision of the board with the Registrar

of the Commission.

Sanfcjraand
rmmroh
procnuns

lie.—(1) The Minister may require such surveys and
research programs to be conducted as he considers

advisable or necessary for the assistance of parties

and boards of arbitration.

Unn (2) A copy of any survey or research program conducted

under subsection 1 or of the results thereof shall be

admissible in evidence before a board of arbitration

established under this Act.

Application
of 1971. 0. 47

lid. Part I of The Statutory Powers Procedure Act, 1971

does not apply to proceedings before a board of

arbitration established under this Act.

Current
strikes and
lock-outs

10.—(1) Where persons employed in the operation of a

stationary power plant that is deemed to be a hospital

pursuant to subsection 4 of section 1 of The Hospital Labour
Disputes Arbitration Act are on strike or locked out when this

Act comes into force, the strike or lock-out shall be terminated

immediately and such persons shall return to work, and the

matters in dispute between the parties shall be determined
by arbitration in accordance with The Hospital Labour Disputes

Arbitration Act.

Application
8 1970 ^^^ ^^^ provisions of sections 85, 86, 87, 88 and 90 of The

c. 232' '

' Labour Relations Act shall apply, mutatis mutandis, to a

contravention of subsection 1.

Commence-
ment 1 1, This Act comes into force on the day it receives Royal

Assent.

Short UUe 12. This Act may be cited as The Hospital Labour Disputes
Arbitration Amendment Act, 1972.
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Explanatory Note

The purpose of this Bill is to reduce delays in the arbitration process

by abridging the existing time limits before arbitration begins and the

duration of the arbitration and by making the date of the giving of the

arbitration award the date when the award is effective.

The Bill also permits arbitration by a single arbitrator upon agreement,

and provides for multiple arbitration of several hospital disputes.

The Bill also limits the period of time an award is to be operative.

The Bill also requires the immediate termination of any strike or

lock-out of persons employed in a stationary power plant that is operated

principally for one or more than one hospital that is in effect when the

Bill comes into force and requires arbitration of the matters in dispute.
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BILL 235 1972

An Act to amend
The Hospital Labour Disputes Arbitration Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) Subsection 1 of section 1 of The Hospital Labour ^^^^^^ ^
Disputes Arbitration Act, being chapter 208 of the Revised

Statutes of Ontario, 1970, is amended by relettering clause a

as clause aa and by adding thereto the following clause:

(a) "Commission" means The Ontario Labour-
Management Arbitration Commission.

(2) Subsection 3 of the said section 1 is repealed and the ^^^^^^x^^.^^

following substituted therefor

:

(3) A laundry that is operated exclusively for one or laundry

more than one hospital shall be deemed to be a

hospital for the purposes of this Act.

(4) A stationary power plant as defined in The Operating |ower pfant

Engineers Act that is operated principally for one or ^^gO. mo.

more than one hospital shall be deemed to be a

hospital for the purposes of this Act.

2. Section 3 of the said Act is repealed and the following ^^^^^^^^^^^

substituted therefor

:

3. Where a conciliation officer appointed under section Notice of no
_ , _,, , rt 1 A • 11 It collective

15 of I he Labour Relations Act is unable to effect aagreement

collective agreement within the time allowed under c.232

section 17 of that Act, the Minister shall forthwith

by notice in writing inform each of the parties that

the conciliation officer has been unable to effect a

collective agreement, and sections 16 and 18 of The
Labour Relations Act shall not apply.
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B.4.
re-enaotad

3. Section 4 of the said Act is repealed and the following

substituted therefor:

Arbitration 4 Where the Minister has informed the parties that the

conciliation officer has been unable to effect a collec-

tive agreement, the matters in dispute between the

parties shall be decided by arbitration in accordance

with this Act.

Appointment
or single
arbitrator

4a.—(1) Where the parties agree to have the matters in

dispute between them decided by a single arbitrator,

they shall, within the time set out in subsection 1 of

section 5, jointly appoint a person who has indicated

his willingness to act.

single
arbitrator's
powers

(2) The person so appointed shall constitute the board

of arbitration for the purposes of this Act and he

shall have the powers and duties of a chairman of a

board of arbitration.

Notice to
Minister (3) As soon as the parties appoint a person to act as a

single arbitrator, they shall notify the Minister of

the name and address of the person appointed.

?e^^iJ;t£i'
*•—(^) Subsections 1, 2. 3, 4, 5, 6 and 10 of section 5 of the

said Act are repealed and the following substituted therefor:

Appointment
of board of
arbitration

1) Within seven days after the day upon which the

Minister has informed the parties that the conciliation

officer has been unable to effect a collective agree-

ment, each of the parties shall appoint to a board of

arbitration a member who has indicated his willing-

ness to act.

ExtenslQn
of 7 day
period

(2) The parties by a mutual agreement in writing may
extend the period of seven days mentioned in sub-

section 1 for one further period of seven days.

PaUore
to M>polnt
member

(3) Where a party fails to appoint a member of a board
of arbitration within the period or periods mentioned
in subsection 1, the Minister, upon the written request

of either of the parties, shall appoint such member.

Third
member (4) Within ten days after the day on which the second of

the members was appointed, the two members
appointed by or on behalf of the parties shall appoint
a third member who has indicated his willingness to

act, and such third member shall be the chairman.
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(5) Where the two members appointed by or on behalf
f^^^^^^^j^^

of the parties fail within ten days after the appoint- twrd member

ment of the second of them to agree upon the third

member, notice of such failure shall be given forthwith

to the Minister by the parties, the two members or

either of them and the Minister shall appoint as a

third member a person who,

{a) is employed as an arbitratorby the Commission

;

{b) is approved to act as an arbitrator by the

Commission and whose name is on the register

of arbitrators maintained by the Commission

;

or

(c) is, in the opinion of the Minister, qualified to

act.

(6) As soon as one of the parties appoints a member to ^f*'^^® ^^j^^^j.

a board of arbitration, that party shall notify the ^y party

other party and the Minister of the name and address

of the member appointed.

(6a) As soon as the two members appoint a third member, appointment
they shall notify the Minister of the name and I'y "^embers

address of the third member appointed.

(10) If the person appointed jointly by the parties as a
^^^f^^^^^'^j?'®

single arbitrator dies before he has completed his enable to act

work or is unable to enter on or to carry on his

duties so as to enable him to render a decision within

a reasonable time after his appointment, the Minister

may, upon notice or complaint to him by either of the

parties and after consulting the parties, inform the

parties in writing that the arbitrator is unable to

enter on or to carry on his duties and the provisions

of this section relating to the appointment of a

board of arbitrators shall thereupon apply mutatis

mutandis.

(2) The said section 5 is further amended by adding thereto
Ij^^jj^^^j

the following subsections

:

(11a) The chairman of the board of arbitration shall fix^j^g]/''"*"

the time and place of the first or any subsequent hearings

hearing and shall give notice thereof to the Registrar

of the Commission and the Registrar shall notify the

parties and the members of the board of arbitration

thereof.
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Failure of
member
to attend

8. 6 (12).

re-enacted

Order to
expedite
proceedings

(116) Where a member of a board of arbitration appointed

by a party or by the Minister is unable to attend the

first hearing at the time and place fixed by the

chairman, the party shall, upon the request in writing

of the chairman, appoint a new member in place of

such member and where such appointment is not

made within five days of the date of the request, the

Minister shall, upon the written request of the chair-

man, appoint a new member in place of such member.

(3) Subsection 12 of the said section 5 is repealed and the

following substituted therefor

:

(12) Where a board of arbitration has been established,

the chairman shall keep the Registrar of the Com-
mission advised of the progress of the arbitration

and where the Registrar advises the Minister that the

board has failed to render a decision within a reason-

able time, the Minister may, after consulting the

parties and the board, issue whatever order he con-

siders necessary in the circumstances to ensure that

a decision will be rendered without delay.

88. 5a, 5 b,

enacted
5. The said Act is amended by adding thereto the following

sections

:

Appointment
or
proceedings
of board
not subject
to review

5a. Where a person has been appointed as a single

arbitrator or the three members have been appointed

to a board of arbitration, it shall be presumed con-

clusively that the board has been established in

accordance with this Act and no application shall

be made, taken or heard for judicial review or to

question the establishment of the board or the

appointment of the member or members, or to review,

prohibit or restrain any of its proceedings.

single
arbitration
of several
disputes

56.—(1) Where there are matters in dispute between
parties to be decided by more than one arbitration

in accordance with this Act, the parties may agree

in writing that the matters in dispute shall be

decided by one board of arbitration.

Parties

Powers
of board

(2) For the purposes of section 5, the trade unions and
councils of trade unions that are the bargaining agents

for or on behalf of any hospital employees to whom
this Act applies shall be one party and the employers
of such employees shall be the other party.

(3) In an arbitration to which this section applies, the

board may, in addition to the powers conferred

upon a board of arbitration by this Act,
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(a) make a decision on matters of common dispute

between all of the parties ; and

(6) refer matters of particular dispute to the

parties concerned for further bargaining.

(4) Where matters of particular dispute are not resolved ^^®"^

by further collective bargaining pursuant to clause b

of subsection 3, the board shall decide the matters.

6. Subsections 2, 3, 4, 5, 6, 7 and 8 of section 7 of the sJJ^-s)^^^

said Act are repealed and the following substituted therefor:

(2) If the parties fail to put the terms of all the matters f*ma^ke
agreed upon by them in writing or if having put the agreement

terms of their agreement in writing either of them
fails to execute the document within seven days

after it was executed by the other of them, they

shall be deemed not to have made a collective agree-

ment, and the provisions of sections 3 and 4 or

sections 5 and 6, as the case may be, shall apply.

(3) Where, during the bargaining under this Act or^ecis^ion

during the proceedings before the board of arbitra-

tion, the parties have agreed upon some matters to

be included in the collective agreement and have

notified the board in writing of the matters agreed

upon, the decision of the board shall be confined to

the matters not agreed upon by the parties and to

such other matters that appear to the board necessary

to be decided to conclude a collective agreement

between the parties.

(4) Where the parties have not notified the board ofi'*®'"

arbitration in writing that, during the bargaining

under this Act or during the proceedings before the

board of arbitration, they have agreed upon some
matters to be included in the collective agreement,
the board shall decide all matters in dispute and such
other matters that apf)ear to the board necessary to

be decided to conclude a collective agreement
between the parties.

(5) Within five days of the date of the decision of theg«g^g"^*°n°°^

board of arbitration or such longer jjeriod as may be
agreed upon in writing by the parties, the parties

shall prepare and execute a document giving effect

to the decision of the board and any agreement of the

parties, and the document thereupon constitutes a

collective agreement.
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PraiMmtlon
ofagrMment
by board

(6) If the parties fail to prepare and execute a document
in the form of a collective agreement giving

effect to the decision of the board and any agreement

of the parties within the period mentioned in sub-

section 5, the parties or either of them shall notify

the chairman of the board in writing forthwith, and
the board shall prepare a document in the form of a

collective agreement giving effect to the decision of

the board and any agreement of the parties and submit
the document to the parties for execution.

Failure
to execute
agreement

R.8.0. 1970,
c. 232

Effective
date

(7) If the parties or either of them fail to execute the

document prepared by the board within a period of

five days from the day of its submission by the

board to them, the document shall come into effect

as though it had been executed by the parties and
the document thereupon constitutes a collective

agreement under The Labour Relations Act.

(8) Except in arbitrations under section 56, the date the

board of arbitration gives its decision is the effective

date of the document that constitutes a collective

agreement between the parties.

Idem

Termor
agreement

(9) The date the board of arbitration gives its decision

under section Sb upon matters of common dispute

shall be deemed to be the effective date of the
document that constitutes a collective agreement
between the parties.

(10) Except where the parties agree to a longer term of

operation, any document that constitutes a collective

agreement between the parties shall remain in force

for a p>eriod of one year from the effective date of

the document.

Idem
(11) Notwithstanding the provisions of subsection 10 and

except where the parties agree to a longer term of

operation, a document that constitutes a collective

agreement shall cease to operate on the expiry of a
period of two years,

(a) from the day upon which notice was given
under section 13 of The Labour Relations Act;
or

(6) from the day upon which the previous collective

agreement ceased to operate where notice was
given under section 45 of The Labour Relations
Act.
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(12) Where under subsection 11, the period of two years Mem

has expired on or will expire within a period of less

than ninety days from the date the board of arbitra-

tion gives its decision, the document that constitutes

a collective agreement shall continue to operate for

a period of ninety days from the date the board of

arbitration gives its decision for the purposes of

subsection 4 of section 5, subsection 1 of section 45
and subsection 2 of section 49 of The Labour Relations

^fs^'
^^^'

Act.

(13) In making its decision upon matters in dispute be- Mem

tween the parties, the board of arbitration may
provide,

(a) where notice was given under section 13 of

The Labour Relations Act, that any of the

terms of the agreement except its term of

operation shall be retroactive to such day as

the board may fix, but not earlier than the

day upon which such notice was given ; or

(6) where notice was given under section 45 of The
Labour Relations Act, that any of the terms

of the agreement except its term of operation

shall be retroactive to such day as the board
may fix, but not earlier than the day upon
which the previous agreement ceased to

operate.

7. Subsections 2 and 3 of section 8 of the said Act are 8-8(2).,,,,,. ,. ,, , re-enacted;
repealed and the followmg substituted therefor

:

s. 8 o),
repealed

(2) Sections 65 and 66, subsection 1 of section 67 and^/'j^i^<'^"°g°Q

sections 68, 82, 83 and 84 of The Labour Relations ^'^si^'

Act2& amended or re-enacted from time to time apply

mutatis mutandis under this Act as if such sections

were enacted in and form part of this Act.

8.—(1) Subsection 1 of section 9 of the said Act is amended
l^^^^^j^^

by striking out "or mediator" in the fifth and sixth lines.

(2) Subsection 2 of the said section 9 is amended by » 9(2)
^ ' -^ amended

stnkmg out "or mediator" in the fifth line and in the thirteenth

Hne.

9. The said Act is further amended by adding thereto the Inacted^'^'

following sections

:

11a. A notice by the Minister that a conciliation officer 5^^*^*/®^

has been unable to effect a collective agreement if

sent by mail to a party addressed to the party at its
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last known address shall be deemed to have been

received on the second day after the day on which

the notice was so mailed.

FlUiur of
decisions

lib. Every chairman of a board of arbitration shall file a

copy of every decision of the board with the Registrar

of the Commission.

Sorvejrt and
reaearoh
prognuns

lie.—(1) The Minister may require such surveys and

research programs to be conducted as he considers

advisable or necessary for the assistance of parties

and boards of arbitration.

Idem (2) A copy of any survey or research program conducted

under subsection 1 or of the results thereof shall be

admissible in evidence before a board of arbitration

established under this Act.

Application
of 1971. c. 47

Current
strikes
and
lock-outs

lid.

Current
disputes

R.8.0. 1970.
C.232

R.S.0. 1970.
C.333

R.8.0. 1970.

c.a08

Part I of The Statutory Powers Procedure Act, 1971

does not apply to proceedings before a board of

arbitration established under this Act.

10.—(1) Where persons employed in the operation of a

stationary power plant that is deemed to be a hospital

pursuant to subsection 4 of section 1 of The Hospital Labour

Disputes Arbitration Act are on strike or locked out before or

after this Act comes into force, the strike or lock-out shall be

terminated immediately and such persons shall return to work,

and the matters in dispute between the parties shall be

determined by arbitration in accordance with The Hospital

Labour Disputes Arbitration Act.

(2) Where, before or after the coming into force of this

Act, the Minister, by a notice in writing pursuant to the

provisions of section 18 of The Labour Relations Act, informs

the parties to a dispute in respect of persons employed in the

operation of,

(a) a stationary power plant as defined in The Operating

Engineers Act that is operated principally for one or

more than one hospital; or

(6) a stationary power plant that is deemed to be a

hospital pursuant to subsection 4 of section 1 of The
Hospital Labour Disputes Arbitration Act,

that he does not consider it advisable to appoint a concilia-

tion board, the notice shall be deemed to be a notice pursuant
to section 3 of The Hospital Labour Disputes Arbitra-

tion Act and the matters in dispute shall be decided by
arbitration in accordance with The Hospital Labour Disputes
Arbitration Act.
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(3) The provisions of sections 85, 86, 87, 88 and 90 of A^g^gC^tion^

The Labour Relations Act shall apply, mutatis mutandis, to ac 232
'

'

contravention of subsection 1.

11.. This Act comes into force on the day it receives Royal Commence-
. ,

J J ment
Assent.

12. This Act may be cited as The Hospital Labour Disputes ^^o^^ ^^^^^

Arbitration Amendment Act, 1972.
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BILL 235 1972

An Act to amend
The Hospital Labour Disputes Arbitration Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.— (1) Subsection 1 of section 1 of The Hospital -^^^c)^^
amended

Disputes Arbitration Act, being chapter 208 of the Revised

Statutes of Ontario, 1970, is amended by relettering clause a

as clause aa and by adding thereto the following clause:

(fl) "Commission" means The Ontario Labour-
Management Arbitration Commission.

(2) Subsection 3 of the said section 1 is repealed and the ^^^^^^x^^^^^

following substituted therefor

:

(3) A laundry that is operated exclusively for one or laundry

more than one hospital shall be deemed to be a

hospital for the purposes of this Act.

(4) A stationary power plant as defined in The Operating |owir Jfant
Engineers Act that is operated principally for one or ^"l^^.

mo,

more than one hospital shall be deemed to be a

hospital for the purposes of this Act.

2. Section 3 of the said Act is repealed and the following ^g^^^^^^^g^j

substituted therefor

:

3, Where a conciliation officer appointed under section Notice of no
. _ . _,, _ n f

• A • rr COUectlve
15 01 1 he Labour Relations Act is unable to erfect aagreement

R S O 1970
collective agreement within the time allowed under c. 232

section 17 of that Act, the Minister shall forthwith

by notice in writing inform each of the parties that

the conciliation officer has been unable to effect a

collective agreement, and sections 16 and 18 of The
Labour Relations Act shall not apply.
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8.4.
r»-en«oted

3. Section 4 of the said Act is repealed and the following

substituted therefor

:

Arbitration Where the Minister has informed the parties that the

conciliation officer has been unable to effect a collec-

tive agreement, the matters in dispute between the

parties shall be decided by arbitration in accordance

with this Act.

Appointment
oisingle
arbitrator

4fl.—(1) Where the parties agree to have the matters in

dispute between them decided by a single arbitrator,

they shall, within the time set out in subsection 1 of

section 5, jointly appoint a person who has indicated

his willingness to act.

Single
arbitrator's
powers

(2) The person so appointed shall constitute the board
of arbitration for the purposes of this Act and he

shall have the powers and duties of a chairman of a

board of arbitration.

Notice to
Minister (3) As soon as the parties appoint a person to act as a

single arbitrator, they shall notify the Minister of

the name and address of the person appointed.

J^niStS* 4.—(1) Subsections 1, 2, 3, 4, 5, 6 and 10 of section 5 of the

said Act are repealed and the following substituted therefor:

Appointment
of board of
arbitration

(1) Within seven days after the day upon which the

Minister has informed the parties that the conciliation

officer has been unable to effect a collective agree-

ment, each of the parties shall appoint to a board of

arbitration a member who has indicated his willing-

ness to act.

Extension
of 7 day
period

(2) The parties by a mutual agreement in writing may
extend the period of seven days mentioned in sub-

section 1 for one further period of seven days.

Failure
to appoint
member

(3) Where a party fails to appoint a member of a board
of arbitration within the period or periods mentioned
in subsection 1, the Minister, upon the written request

of either of the parties, shall appoint such member.

Third
member (4) Within ten days after the day on which the second of

the members was appointed, the two members
appointed by or on behalf of the parties shall appoint
a third member who has indicated his willingness to
act, and such third member shall be the chairman.
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(5) Where the two members appointed by or on behalf ^^^^^^^^^^^

of the parties fail within ten days after the appoint- twrd member

ment of the second of them to agree upon the third

member, notice of such failure shall be given forthwith

to the Minister by the parties, the two members or

either of them and the Minister shall appoint as a

third member a person who,

(a) is employed as an arbitratorby the Commission

;

(6) is approved to act as an arbitrator by the

Commission and whose name is on the register

of arbitrators maintained by the Commission
;

or

(c) is, in the opinion of the Minister, qualified to

act.

(6) As soon as one of the parties appoints a member to^ppg^^^j^g^j.

a board of arbitration, that party shall notify the^ypa^ty

other party and the Minister of the name and address

of the member appointed.

(6a) As soon as the two members appoint a third member, appointment
they shall notify the Minister of the name and ^y "len^^ere

address of the third member appointed.

(10) If the person appointed jointly by the parties as a ^^^[^j^^,*"^^^®

single arbitrator dies before he has completed his enable to act

work or is unable to enter on or to carry on his

duties so as to enable him to render a decision within

a reasonable time after his appointment, the Minister

may, upon notice or complaint to him by either of the

parties and after consulting the parties, inform the

parties in writing that the arbitrator is unable to

enter on or to carry on his duties and the provisions

of this section relating to the appointment of a

board of arbitrators shall thereupon apply mutatis

mutandis.

(2) The said section 5 is further amended by adding thereto
1^-^^^^,^^,

the following subsections

;

(11a) The chairman of the board of arbitration shall fix^J^gj^''"'*"

the time and place of the first or any subsequent hearings

hearing and shall give notice thereof to the Registrar

of the Commission and the Registrar shall notify the

parties and the members of the board of arbitration

thereof.
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Failure of
member
to attend

B. 5 (12).

re-enacted

Order to
expedite
proceedings

(116) Where a member of a board of arbitration apf)ointed

by a party or by the Minister is unable to attend the

first hearing at the time and place fixed by the

chairman, the party shall, upon the request in writing

of the chairman, appoint a new member in place of

such member and where such appointment is not

made within five days of the date of the request, the

Minister shall, upon the written request of the chair-

man, appoint a new member in place of such member.

(3) Subsection 12 of the said section 5 is repealed and the

following substituted therefor

:

(12) Where a board of arbitration has been established,

the chairman shall keep the Registrar of the Com-
mission advised of the progress of the arbitration

and where the Registrar advises the Minister that the

board has failed to render a decision within a reason-

able time, the Minister may, after consulting the

parties and the board, issue whatever order he con-

siders necessary in the circumstances to ensure that

a decision will be rendered without delay.

S8. 5a, 5 b,

enacted

Appointment
or
proceedings
of board
not subject
to review

5. The said Act is amended by adding thereto the following

sections

:

5a. Where a person has been appointed as a single

arbitrator or the three members have been appointed

to a board of arbitration, it shall be presumed con-

clusively that the board has been established in

accordance with this Act and no application shall

be made, taken or heard for judicial review or to

question the establishment of the board or the

appointment of the member or members, or to review,

prohibit or restrain any of its proceedings.

single
arbitration
of several
disputes

Parties

Powers
of board

5b.—(1) Where there are matters in dispute between
parties to be decided by more than one arbitration

in accordance with this Act, the parties may agree

in writing that the matters in dispute shall be
decided by one board of arbitration.

(2) For the purposes of section 5, the trade unions and
councils of trade unions that are the bargaining agents
for or on behalf of any hospital employees to whom
this Act applies shall be one party and the employers
of such employees shall be the other party.

(3) In an arbitration to which this section applies, the
board may, in addition to the powers conferred
upon a board of arbitration by this Act,
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{a) make a decision on matters of common dispute

between all of the parties ; and

(6) refer matters of particular dispute to the

parties concerned for further bargaining.

(4) Where matters of particular dispute are not resolved ^^^^

by further collective bargaining pursuant to clause b

of subsection 3, the board shall decide the matters.

6. Subsections 2. 3, 4, 5, 6, 7 and 8 of section 7 of the 8.7(2-8),,',,,, . , . , , f re-enacted
said Act are repealed and the followmg substituted thereior:

(2) If the parties fail to put the terms of all the matters fo mak'e

agreed upon by them in writing or if having put the agreement

terms of their agreement in writing either of them
fails to execute the document within seven days

after it was executed by the other of them, they

shall be deemed not to have made a collective agree-

ment, and the provisions of sections 3 and 4 or

sections 5 and 6, as the case may be, shall apply.

(3) Where, during the bargaining under this Act or^ecis^ion

during the proceedings before the board of arbitra-

tion, the parties have agreed upon some matters to

be included in the collective agreement and have

notified the board in writing of the matters agreed

upon, the decision of the board shall be confined to

the matters not agreed upon by the parties and to

such other matters that appear to the board necessary

to be decided to conclude a collective agreement

between the parties.

(4) Where the parties have not notified the board ofi<*e™

arbitration in writing that, during the bargaining

under this Act or during the proceedings before the

board of arbitration, they have agreed upon some
matters to be included in the collective agreement,
the board shall decide all matters in dispute and such

other matters that appear to the board necessary to

be decided to conclude a collective agreement
between the parties.

(5) Within five days of the date of the decision of the^^^°^^°^
board of arbitration or such longer period as may be
agreed upon in writing by the parties, the parties

shall prepare and execute a document giving effect

to the decision of the board and any agreement of the

parties, and the document thereupon constitutes a

collective agreement.
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Preparation
of affTMRient
by board

(6) If the parties fail to prepare and execute a document

in the form of a collective agreement giving

effect to the decision of the board and any agreement

of the parties within the period mentioned in sub-

section 5, the parties or either of them shall notify

the chairman of the board in writing forthwith, and

the board shall prepare a document in the form of a

collective agreement giving effect to the decision of

the board and any agreement of the parties and submit

the document to the parties for execution.

Pailore
to execute
agreement

R.8.0. 1970.
c. 232

Effective
date

(7) If the parties or either of them fail to execute the

document prepared by the board within a period of

live days from the day of its submission by the

board to them, the document shall come into effect

as though it had been executed by the parties and
the document thereupon constitutes a collective

agreement under The Labour Relations Act.

(8) Except in arbitrations under section 56, the date the

board of arbitration gives its decision is the effective

date of the document that constitutes a collective

agreement between the parties.

Idem
(9) The date the board of arbitration gives its decision

under section 56 upon matters of common dispute

shall be deemed' to be the effective date of the

document that constitutes a collective agreement
between the parties.

Term of
agreement

m
Idem

(10) Except where the parties agree to a longer term of

operation, any document that constitutes a collective

agreement between the parties shall remain in force

for a period of one year from the effective date of

the document.

(11) Notwithstanding the provisions of subsection 10 and
except where the parties agree to a longer term of

operation, a document that constitutes a collective

agreement shall cease to operate on the expiry of a
period of two years,

(a) from the day upon which notice was given
under section 13 of The Labour Relations Act;

or

(6) from the day upon which the previous collective

agreement ceased to operate where notice was
given under section 45 of The Labour Relations

Act.
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(12) Where under subsection 11, the period of two years wem

has expired on or will expire within a period of less

than ninety days from the date the board of arbitra-

tion gives its decision, the document that constitutes

a collective agreement shall continue to operate for

a period of ninety days from the date the board of

arbitration gives its decision for the purposes of

subsection 4 of section 5, subsection 1 of section 45

and subsection 2 of section 49 of The Labour Relations ^'232
^^^°'

Act.

(13) In making its decision upon matters in dispute be- '^^^^

tween the parties, the board of arbitration may
provide,

(a) where notice was given under section 13 of

The Labour Relations Act, that any of the

terms of the agreement except its term of

operation shall be retroactive to such day as

the board ma}^ fix, but not earlier than the

day upon which such notice was given ; or

(6) where notice was given under section 45 of The
Labour Relations Act, that any of the terms

of the agreement except its term of operation

shall be retroactive to such day as the board

may fix, but not earlier than the day upon
which the previous agreement ceased to

operate.

7. Subsections 2 and 3 of section 8 of the said Act ares 8(2).

, , , , r ,, • 1 • 11 t
re-enacted;

repealed and the followmg substituted therefor

:

s. 8 m,
' " repealed

(2) Sections 65 and 66, subsection 1 of section 67 and^p^i^catio^^

sections 68, 82, 83 and 84 of The Labour Relations 0-232

Act as amended or re-enacted from time to time apply

mutatis mutandis under this Act as if such sections

were enacted in and form part of this Act.

8.—(1) Subsection 1 of section 9 of the said Act is amended
^j^^^^^j^^j

by striking out "or mediator" in the fifth and sixth lines.

(2) Subsection 2 of the said section 9 is amended by|^^2)^^^

striking out "or mediator" in the fifth line and in the thirteenth

line.

0. The said Act is further amended by adding thereto the l^acto"'*'

following sections

:

11a. A notice by the Minister that a conciliation officer
J**.^^

has been unable to effect a collective agreement if

sent by mail to a party addressed to the party at its
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last known address shall be deemed to have been

received on the second day after the day on which

the notice was so mailed.

Piling of
deolBlons

116. Every chairman of a board of arbitration shall file a

copy of every decision of the board with the Registrar

of the Commission.

Sorveys and
reeearch
programs

lie.—(1) The Minister may require such surveys and
research programs to be conducted as he considers

advisable or necessary for the assistance of parties

and boards of arbitration.

Idem (2) A copy of any survey or research program conducted

under subsection 1 or of the results thereof shall be

admissible in evidence before a board of arbitration

established under this Act.

AppUoatlon
of 1971. c. 47

lid. Part I of The Statutory Powers Procedure Act, 1971

does not apply to proceedings before a board of

arbitration established under this Act.

Current
strikes
and
lock-outs

Current
disputes

R.S.0. 1970.
C.232

R.8.0. 1970.
C.333

RS.0. 1970.
c.aoe

10.—(1) Where persons employed in the operation of a

stationary power plant that is deemed to be a hospital

pursuant to subsection 4 of section 1 of The Hospital Labour
Disputes Arbitration Act are on strike or locked out before or

after this Act comes into force, the strike or lock-out shall be

terminated immediately and such persons shall return to work,
and the matters in dispute between the parties shall be
determined by arbitration in accordance with The Hospital

Labour Disputes Arbitration Act.

(2) Where, before or after the coming into force of this

Act, the Minister, by a notice in writing pursuant to the

provisions of section 18 of The Labour Relations Act, informs
the parties to a dispute in respect of persons employed in the

operation of,

(a) a stationary power plant as defined in The Operating

Engineers Act that is operated principally for one or

more than one hospital; or

(6) a stationary power plant that is deemed to be a

hospital pursuant to subsection 4 of section 1 of The
Hospital Labour Disputes Arbitration Act,

that he does not consider it advisable to appoint a concilia-

tion board, the notice shall be deemed to be a notice pursuant
to section 3 of The Hospital Labour Disputes Arbitra-
tion Act and the matters in dispute shall be decided by
arbitration in accordance with The Hospital Labour Disputes
Arbitration Act.
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(3) The provisions of sections 85, 86, 87, 88 and 90 of A^gi^cation^

The Labour Relations Act shall apply, mutatis mutandis, to ac 232
'

'

contravention of subsection 1.

1 1 . This Act comes into force on the day it receives Roval commence-
4 ,

J J ment
Assent.

12. This Act may be cited as The Hospital Labour Disputes short title

Arbitration Amendment Act, 1972.
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}3A itolf lo Ytil«qi:>ir^4LK^,oRv note

In The Regional Municipality of York Amendment Act, 1972, authority

was given to the Regional Municipality of York to licence plumbers and
drainlayers. The amendment adds the power to prohibit the carrying on of

such trades without a licence.
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BILL 236 1972

An Act to amend
The Regional Municipality of York Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

,

1. Subsection 1 of section 149 of The Regional Municipality ^-^^^(^^y'

of York Act, being chapter 408 of the Revised Statutes of

Ontario, 1970, is amended by inserting after "sections" in the

first and second lines "246" so that the subsection shall read

as follows:

(1) Section 5, Parts XV, XVI, XVII and XXI, sections Application

246, 249 and 254, paragraphs 3 and 24 of section R.s.p. i970,

352 of The Municipal Act di\>^\y mutatis mutandis to

the Regional Corporation.

c. 284

2. This Act comes into force on the day-it^ receives Royal ^°^^®"°®'

Assent.

3. This Act may be cited as The Regional Municipality o/ short title

York Amendment Act, 1972 {No. 2).
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BILL 236 1972

An Act to amend
The Regional Municipality of York Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Subsection 1 of section 149 of The Regional Municipality^. 1^9 a),

of York Act, being chapter 408 of the Revised Statutes of

Ontario, 1970, is amended by inserting after "sections" in the

first and second lines "246" so that the subsection shall read

as follows:

(1) Section 5, Parts XV, XVI, XVII and XXI, sections Amplication

246, 249 and 254, paragraphs 3 and 24 of section RS.o. i97o.

352 of The Municipal Act apply mutatis mutandis to

the Regional Corporation.

2. This Act comes into force on the day it receives Royal ^o^^®°^®"

Assent.

3. This Act may be cited as The Regional Municipality o/ short title

York Amendment Act, 1972 {No. 2).
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Explanatory Notes

Section 1 . The Timmins Police Board is defined for purposes of the Act.

Section 2. The amendment will permit the City by by-law to reduce

the cost of providing an urban service to designated areas when the City

receives any grant or assistance in resp)ect of the urban service and will

give the council discretion similar to that contained in general legislation.
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BILL 237 1972

An Act to amend
The City of Timmins-Porcupine Act, 1972

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Section 1 of The City of Timmins-Porcupine Act, 1^72,^^^^^^^^

being chapter 117 of the Statutes of Ontario, 1972, is amended
by adding thereto the following clause

:

(e) "Timmins Police Board" means the City of Timmins
Board of Commissioners of Police.

2.—(1) Subsection 3 of section 17 of the said Act is repealed
^^^^^^^^^^^^^

and the following substituted therefor

:

(3) Subject to subsection 4, the aggregate amount of the^^J/g*"

sums necessary in each area to pay the cost of an
urban service in a designated area, including the

City's portion of all debenture charges for works con-

structed under The Local Improvement Act ^^^^^^^^'
debenture charges for debentures issued under any
other Act in connection with such urban service,

except to the extent that such cost is raised by
special assessments, under any general or special Act,

or otherwise, shall be levied in the manner provided

by The Municipal Act upon all rateable property in

the designated are;i.

(2) The said section 17 is amended by adding thereto the^J^^,^^^^

following subsection

:

(4) Notwithstanding subsection 3, the council of the Citybution to

may in any year by by-law provide for a contribution ^°^^°^/^j.°^,,,

towards the cost of any urban service to be included

in the sums adopted for general purposes in accordance

with section 307 of The Municipal Act, and the aggre-
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88. 25a. 2St).

enacted

gate amount of the sums necessary to pay such costs

for purf)oses of subsection 3, shall be reduced

accordingly.

3. The said Act is amended by adding thereto the following

sections

:

EsUbllsb-
ment of a
board of com-
missioners of
police
R.S.0. 1970.

c.251

25a. Notwithstanding The Police Act, a board of com-

missioners of police shall be constituted to be known
as the City of Timmins Board of Commissioners of

Police, which shall consist of,

(a) the head of the council
; ; lo

{b) a judge of a court having jurisdiction in the

Provisional Judicial District of Cochrane

designated by the Lieutenant Governor in

Council; and

city of
Tlmmlns
Police Force

(c) such person as the Lieutenant Governor in

Council may designate. , ,

256.—(1) Every person who is a member of a police force

of a local municipality within the City on the 1st day
of April, 1972, and continues to be a member until

the 31st day of December, 1972, shall, on the 1st

day of January, 1973, become a member of the City

of Timmins Police Force, and the provisions of sub-

sections 3 to 5 of section 25 apply to such members
but no member shall receive in the year 1973 any
benefits of employment less favourable than those

he was receiving from the local municipality.

Idem

Terms of
employment

(2) Every person who is a member of a police force of

a local municipality within the City on the 31st day of

December, 1972, and becomes a member of the City

of Timmins Police Force on the 1st day of January,

1973, is subject to the government of the Timmins
Police Board to the same extent as if appointed by
the Timmins Police Board and the City of Timmins
Police Association shall be entitled to make representa-

tions to such Board in respect of by-laws and
regulations enacted for the government of the City

of Timmins Police Force.

(3) Every person who becomes a member of the City of

Timmins Police Force under subsection 1 shall,

(a) be considered to have elected to participate in

the Ontario Municipal Employees Retirement
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Section 3. The new provisions relate to the organization of the poHce
force in the new City of Timmins and the guarantee of former offices of

employment and pension and other benefits.
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Section 4. The purpose of the new section is to permit the City of

Timmins to estabhsh fire service areas, and to give the City the same
authority as a township to pass by-laws for appointing, insuring and paying

fire fighters and for entering into agreements concerning area fire protection

and the establishment of joint fire brigades.
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System if he was a member of the Ontario

Municipal Employees Retirement System on
the day immediately preceding his employ-
ment by the Timmins Police Board and such

member shall have uninterrupted membership
in the Ontario Municipal Employees Retire-

ment System;

{b) have a retirement age of sixty years of age

;

(c) have credited to him in the City of Timmins
Police Force the total number of years of

service that he had in the police force of the

local municipality of which he was a member
immediately prior to the 1st day of January,

1973; and

{d) receive such sick leave credits and benefits in

the sick leave credit plan which shall be

established by the Timmins Police Board as

he had standing to his credit in the plan of the

local municipality.

(4) On or before the 15th day of December, 1972, the Joint

members of the municipal police forces within the committee

City of Timmins shall appoint a joint bargaining

committee to represent all municipal police forces to

bargain with the Timmins Police Board in the manner
and for the purposes provided in The Police Act and^s p. i97o.

the Timmins Police Board shall be the sole negotiating

body to bargain with such committee.

(5) The first meeting of the bargaining committee and^*^®j°^

the Timmins Police Board shall be held not later

than the 31st day of December, 1972.

4. The said Act is further amended by adding thereto
t^^l'^J^cied

following section

:

31a. For the purposes of paragraphs 1, 2, 3 and 4 ofgj^yjj®®™^®^

section 376 of The Municipal Act the City is deemed ^u^i^sesof

to be a township municipality. c. 284. a. 376.
p&rs. 1~4

5. This Act comes into force on the day it receives Royal^o^^®°^®"

Assent.

6. This Act may be cited as The City of Timmins-Porcupine^^°^^^*'^^
Amendment Act, 1972.
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BILL 237 1972

An Act to amend
The City of Timmins-Porcupine Act, 1972

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Section 1 of The City of Timmins-Porcupine Act,
^^^^.^^qi^^q^

being chapter 117 of the Statutes of Ontario, 1972, is amended
by adding thereto the following clause

:

(e) "Timmins PoHce Board" means the City of Timmins
Board of Commissioners of Police.

2.—(1) Subsection 3 of section 17 of the said Act is repealed
^^^^^1^^;^^^^

and the following substituted therefor

:

(3) Subject to subsection 4, the aggregate amount of the^®J^*°

sums necessary in each area to pay the cost of an
urban service in a designated area, including the

City's portion of all debenture charges for works con-

structed under The Local Improvement Act ^t^^^^^^^'
debenture charges for debentures issued under any
other Act in connection with such urban service,

except to the extent that such cost is raised by
special assessments, under any general or special Act,

or otherwise, shall be levied in the manner provided

by The Municipal Act upon all rateable property in

the designated area.

(2) The said section 17 is amended by adding thereto the|-^7'^^^^

following subsection

:

(4) Notwithstanding subsection 3, the council of the Citybutionto

may in any year by by-law provide for a contribution °°^^°^j'j,°'jgg

towards the cost of any urban service to be included

in the sums adopted for general purposes in accordance

with section 307 of The Municipal Act, and the aggre-
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gate amount of the sums necessary to pay such costs

for purposes of subsection 3, shall be reduced

accordingly.

ss. 26a. 2B6. 3, The Said Act is amended by adding thereto the following
enacted

sections

:

Esubiish- 25a. Notwithstanding The Police Act, a board of com-

bcSStiofcom- missioners of police shall be constituted to be known
miartonersof ^ ^y^^ ^-^^ ^^ Timmins Board of Commissioners of
K-S.p. 1970.

Police, which shall consist of,

(a) the head of the council

;

(b) a judge of a court having jurisdiction in the

Provisional Judicial District of Cochrane

designated by the Lieutenant Governor in

Council; and

(c) such person as the Lieutenant Governor in

Council may designate.

•nmmins ^56.—(1) Every person who is a member of a police force

Police Force of a local municipality within the City on the 1st day
of April, 1972, and continues to be a member until

the 31st day of December, 1972, shall, on the 1st

day of January, 1973, become a member of the City

of Timmins Police Force, and the provisions of sub-

sections 3 to 5 of section 25 apply to such members
but no member shall receive in the year 1973 any
benefits of employment less favourable than those

he was receiving from the local municipality.

^**"*
(2) Every person who is a member of a police force of

a local municipality within the City on the 31st day of

December, 1972, and becomes a member of the City

of Timmins Police Force on the 1st day of January,

1973, is subject to the government of the Timmins
Police Board to the same extent as if appointed by
the Timmins Police Board and the City of Timmins
Police Association shall be entitled to make representa-

tions to such Board in respect of by-laws and
regulations enacted for the government of the City

of Timmins Police Force.

emSSnnent ^'^^ Every person who becomes a member of the City of

Timmins Police Force under subsection 1 shall,

(a) be considered to have elected to participate in

the Ontario Municipal Employees Retirement
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System if he was a member of the Ontario

Municipal Employees Retirement System on
the day immediately preceding his employ-
ment by the Timmins Police Board and such

member shall have uninterrupted membership
in the Ontario Municipal Employees Retire-

ment System;

(6) have a retirement age of sixty years of age

;

(c) have credited to him in the City of Timmins
Police Force the total number of years of

service that he had in the police force of the

local municipality of which he was a member
immediately prior to the 1st day of January,
1973; and

{d) receive such sick leave credits and benefits in

the sick leave credit plan which shall be

established by the Timmins Police Board as

he had standing to his credit in the plan of the

local municipality.

(4) On or before the 15th day of December, 1972, the Joint
b&rfir&iniiifir

members of the municipal police forces within the committee

City of Timmins shall appoint a joint bargaining

committee to represent all municipal police forces to

bargain with the Timmins Police Board in the manner
and for the purposes provided in The Police Act and^^s O- 1970,

the Timmins Police Board shall be the sole negotiating

body to bargain with such committee.

(5) The first meeting of the bargaining committee and^*^^j°^

the Timmins Police Board shall be held not later

than the 31st day of December, 1972.

4. The said Act is further amended by adding thereto the^j^^^^^^^

following section

:

31a. For the purposes of paragraphs 1, 2, 3 and 4 ofgj^yj®®^^®^

section 376 of The Municipal Act the City is deemed purposes of

to be a township municipality. c. 284. a. 376,'^ r J pars. 1-4

5. This Act comes into force on the day it receives Royal^°^™«°*^«-

Assent.

6. This Act may be cited as The City of Timmins-Porcupine^^°^^^^^^
Amendment Act, 1972.
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Explanatory Notes

Section 1. The purpose of the section is to clarify the intent of the

Act that, in respect of quotas, a marketing board acts administratively and
is not required to fix standards by regulation.
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BILL 238 1972

An Act to amend The Milk Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) Paragraphs 11 and 12 of subsection 1 of section 8 ^^^.^^^j-j
^^

of The Milk Act, being chapter 273 of the Revised Statutes of re-enacted

Ontario, 1970, are repealed and the following substituted

therefor

:

1 1 , authorizing a marketing board,

i. to require that a regulated product be

marketed on a quota basis,

ii. to prohibit any person to whom a quota has

not been fixed and allotted for the marketing

of a regulated product or whose quota has

been cancelled from marketing any of the

regulated product, and

Hi. to prohibit any person to whom a quota has

been fixed and allotted for the marketing of a

regulated product from marketing any of the

regulated product in excess of such quota;

12. authorizing a marketing board,

i. to fix and allot to persons quotas for the

marketing of a regulated product on such

basis as the marketing board considers proper,

ii. to refuse to fix and allot to any person a

quota for the marketing of a regulated product
for any reason that the marketing board con-

siders proper,

iii. to cancel or reduce, or refuse to increase, a

quota fixed and allotted to any person for the
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marketing of a regulated product for any
reason that the marketing board considers

proper, and

iv. to permit any person to whom a quota has

been fixed and allotted for the marketing of

a regulated product to market any of the

regulated product in excess of such quota on

such terms and conditions as the marketing

board considers proper.

•*• A^ (2) The said section 8 is amended by adding thereto the

followmg subsection

:

Actsof (7a) Everything that is done by a marketing board under
board deemed the authority of paragraph 12 of subsection 1 shall be

tive deemed to be of an administrative and not of a

legislative nature.

Regruiations 2.—(1) Each of the following regulations

:

deemed valid ^ '
o o

and binding

1. Ontario Regulation 52/68, filed with the Registrar

of Regulations on the 26th day of February, 1968,

amended by Ontario Regulation 131 /68, and con-

solidated and revised as Regulation 592 of Revised

Regulations of Ontario, 1970, amended by Ontario

Regulation 443/72.

2. Ontario Regulation 68 /68, filed with the Registrar of

Regulations on the 1st day of March, 1968, amended
by Ontario Regulations 336/68, 126/69 and 39/70,

and consolidated and revised as Regulation 599 of

Revised Regulations of Ontario, 1970, amended by
Ontario Regulation 47 /71.

3. Ontario Regulation 483 /70, filed with the Registrar

of Regulations on the 24th day of November, 1970,

and consolidated and revised as Regulation 596 of

Revised Regulations of Ontario, 1970.

4. Ontario Regulation 138/71, filed with the Registrar

of Regulations on the 1st day of April, 1971,

shall be deemed to have been made under The Milk Act, as

amended by section 1 of this Act, and is hereby declared valid

and binding for all intents and purposes, and shall be deemed
to have been valid and binding for all intents and purposes
from the date on which the regulation was filed.
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Sections 2 and 3. Complementary to section 1.
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(2) Nothing in subsection 1 limits the power of The Ontario Pj^j|^^°*
Milk Marketing Board or The Ontario Cream Producers'

Marketing Board, as the case may be, to amend or revoke

any regulation mentioned in subsection 1

.

3.—(1) Everything heretofore done by a marketing board ac«om of

acting or purporting to act pursuant to authority delegated board

under paragraph 11 or 12 of subsection 1 of section 8 of and binding

The Milk Act, 1965, or under paragraph 11 or 12 of subsection 1965.C.72

1 of section 8 of The Milk Act, being chapter 273 of the

Revised Statutes of Ontario, 1970, shall be deemed to have
been done under The Milk Act, as amended by section 1 of

this Act, and is hereby declared valid and binding for all

intents and purposes, and shall be deemed to have been

valid and binding for all intents and purposes from the date

on which it was done.

(2) Nothing in subsection 1 limits the powers of The MilkNoUmita-

Commission of Ontario under section 26 of The Milk Act. powers

(3) Nothing in subsection 1 limits the power of a marketing ^^®™

board,

(a) to amend or revoke any regulation, order or direction

;

or

(6) to vary or rescind any decision, r

heretofore made.

4. This Act comes into force on the day it receives Royal ^°™^®°°®-

Assent.

5. This Act may be cited as The Milk Amendment Act, 1972. s^ort title
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BILL 238 1972

An Act to amend The Milk Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1,—(1) Paragraphs 11 and 12 of subsection 1 of section S^^^^^^^-j
jg

of The Milk Act, being chapter 273 of the Revised Statutes of re-enacted

Ontario, 1970, are repealed and the following substituted

therefor

:

1 1 . authorizing a marketing board,

i. to require that a regulated product be

marketed on a quota basis,

ii. to prohibit any person to whom a quota has

not been fixed and allotted for the marketing

of a regulated product or whose quota has

been cancelled from marketing any of the

regulated product , and

iii. to prohibit any jDerson to whom a quota has

been fixed and allotted for the marketing of a

regulated product from marketing any of the

regulated product in excess of such quota;

12. authorizing a marketing board,

i. to fix and allot to persons quotas for the

marketing of a regulated product on such

basis as the marketing board considers proper,

ii. to refuse to fix and allot to any person a

quota for the marketing of a regulated product

for any reason that the marketing board con-

siders proper,

iii. to cancel or reduce, or refuse to increase, a

quota fixed and allotted to any person for the
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marketing of a regulated product for any
reason that the marketing board considers

proper, and

iv. to permit any person to whom a quota has

been fixed and allotted for the marketing of

a regulated product to market any of the

regulated product in excess of such quota on

such terms and conditions as the marketing

board considers proper.

8.8.
amended (2) The said section 8 is amended by adding thereto the

following subsection

:

Acts of
marketing
board deemed
administra-
tive

(7a) Everything that is done by a marketing board under
the authority of paragraph 12 of subsection 1 shall be
deemed to be of an administrative and not of a

legislative nature.

Regulations
deemed valid
and binding

2.—(1) Each of the following regulations

:

1. Ontario Regulation 52/68, filed with the Registrar

of Regulations on the 26th day of February, 1968,

amended by Ontario Regulation 131 /68, and con-

solidated and revised as Regulation 592 of Revised

Regulations of Ontario, 1970, amended by Ontario

Regulation 443/72.

2. Ontario Regulation 68/68, filed with the Registrar of

Regulations on the 1st day of March, 1968, amended
by Ontario Regulations 336/68, 126/69 and 39/70,

and consolidated and revised as Regulation 599 of

Revised Regulations of Ontario, 1970, amended by
Ontario Regulation 47/71.

3. Ontario Regulation 483/70, filed with the Registrar

of Regulations on the 24th day of November, 1970,

and consolidated and revised as Regulation 596 of

Revised Regulations of Ontario, 1970.

4. Ontario Regulation 138/71, filed with the Registrar

of Regulations on the 1st day of April, 1971,

shall be deemed to have been made under The Milk Act, as

amended by section 1 of this Act, and is hereby declared valid

and binding for all intents and purposes, and shall be deemed
to have been valid and binding for all intents and purposes
from the date on which the regulation was filed.
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(2) Nothing in subsection 1 limits the power of The Ontario fj^j|^°°*^
Milk Marketing Board or The Ontario Cream Producers'

Marketing Board, as the case may be, to amend or revoke

any regulation mentioned in subsection 1

.

3.—(1) Everything heretofore done by a marketing board ^cti°°^^°|

acting or purporting to act pursuant to authority delegated board

under paragraph 11 or 12 of subsection 1 of section 8 of and binding

The Milk Act, 1965, or under paragraph 11 or 12 of subsection 1965,0.72

1 of section 8 of The Milk Act, being chapter 273 of the

Revised Statutes of Ontario, 1970, shall be deemed to have
been done under The Milk Act, as amended by section 1 of

this Act, and is hereby declared valid and binding for all

intents and purposes, and shall be deemed to have been

valid and binding for all intents and purposes from the date

on which it was done.

(2) Nothing in subsection 1 limits the powers of The MilkNoUmita-

Commission of Ontario under section 26 of The Milk Act. powers

(3) Nothing in subsection 1 limits the power of a marketing ^'*®™

board,

(a) to amend or revoke any regulation, order or direction

;

or

[b) to vary or rescind any decision,

heretofore made.

4. This Act comes into force on the day it receives Royal ^°^™«°°®-

Assent.

5. This Act may be cited as The Milk Amendment Act, 1972. short title
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4,1 »

Explanatory Notes

Section 1. The purpose of the section is to clarify the intent of the

Act that, in respect of quotas, a marketing boau'd acts administratively and is

not required to fix standards by regulation.
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BILL 239 1972

An Act to amend
The Farm Products Marketing Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) Paragraphs 12 and 13 of subsection 1 of section S^s^w^.^
^^

of The Farm Prodticts Marketing Act, being chapter 162 of re-enacW

the Revised Statutes of Ontario, 1970, are repealed and the

following substituted therefor

:

12. authorizing a local board,

i. to require that a regulated product be

marketed on a quota basis,

ii. to prohibit any person to whom a quota has

not been fixed and allotted for the marketing

of a regulated product or whose quota has been

cancelled from marketing any of the regulated

product,

iii. to prohibit any person to whom a quota has

been fixed and allotted for the marketing of a

regulated product from marketing any of the

regulated product in excess of such quota, and

iv. to prohibit any person to whom a quota has

been fixed and allotted for the marketing of a

regulated product produced on lands or

premises in respect of which such quota was
fixed and allotted from marketing any of the

regulated product other than the regulated

product produced on such lands or premises;

13. authorizing a local board,

i. to fix and allot to persons quotas for the

marketing of a regulated product on such

basis as the local board considers proper,
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ii. to refuse to fix and allot to any person a

quota for the marketing of a regulated product

for any reason that the local board considers

proper,

ill. to cancel or reduce, or refuse to increase, a

quota fixed and allotted to any person for the

marketing of a regulated product for any
reason that the local board considers proper,

and

iv. to permit any person to whom a quota has

been fixed and allotted for the marketing of

a regulated product to market any of the

regulated product in excess of such quota on
such terms and conditions as the local board
considers proper.

amended ('^) ^^^ ^*^^ Section 8 is amended by adding thereto the

following subsection

:

maSietiiig ^^) Everything that is done by a local board under the
boani deemed authority of paragraph 13 of subsection 1 shall be

Uve deemed to be of an administrative and not of a

legislative nature.

r^nacted'^^'
^*—(^^ Clauses b and c of subsection 2 of section 21 of the

said Act are repealed and the following substituted therefor:

{b) authorizing the local board,

(i) to require that tobacco be produced on a basis

of tobacco acreage or other production quota,

(ii) to prohibit any person to whom a tobacco

acreage or other production quota has not

been fixed and allotted or whose tobacco

acreage or other production quota has been
cancelled from producing tobacco,

(iii) to prohibit any person to whom a tobacco
acreage or other production quota has been
fixed and allotted from producing any tobacco
on acreage in excess of the tobacco acreage,

or other production quota, fixed and allotted

to such person, and

(iv) to prohibit any person from producing tobacco
on land other than a tobacco farm in respect
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0,: r-nff •;

Sections 2 and 3. Complementary to section 1.
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of which a tobacco acreage or other produc-

tion quota has been fixed and allotted to

such person

;

(c) authorizing the local board,

(i) to fix and allot to persons tobacco acreages or

other production quotas on such basis as the

local board considers proper,

(ii) to refuse to allot to any person a tobacco

acreage or other production quota on such

basis as the local board considers proper,

(iii) to cancel or reduce, or refuse to increase, a
tobacco acreage or other production quota
fixed and allotted to any person for any
reason that the local board considers proper.

(2) The said section 21 is amended by adding thereto the s- 21,,,;'.,. •' o amended
following subsections

:

(4a) Where the Board authorizes the local board to exer- Exercise of

cise any of the powers mentioned in subsection 2, the local board

local board, in the exercise of such powers, may
make regulations or orders or issue directions.

(46) Everything that is done by the local board under the
^^^^'^^l^

authority of clause c of subsection 2 shall be deemed deemed to be
ftdini]!ii8t(]r&*'

to be of an administrative and not of a legislative tive

nature.

3.—(1) Every order, regulation or direction heretoforej^^"^^^*'^^

made and everything heretofore done by a local board acting valid and

or purporting to act pursuant to authority delegated under
paragraph 12 or 13 of subsection 1 of section 8 or under

clause a, h ox c of subsection 2 of section 21 of The Farm^-?^-^^^'
c. 162

Products Marketing Act or any predecessors of such paragraphs

or clauses, as the case may be, shall be deemed to have been
made or done under The Farm Products Marketing Act, as

amended by sections 1 and 2 of this Act, and is hereby declared

valid and binding for all intents and purposes, and shall be

deemed to have been valid and binding for all intents and
purposes from the date on which it was made or done.

(2) Nothing in subsection 1 limits the powers of The Farm no nm^ution

Products Marketing Board under section 11 of The Farm
Products Marketing Act.

(3) Nothing in subsection 1 limits the power of a local board."®™
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i'
» (a) to amend or revoke any regulation, order or direction

;

(6) to vary or rescind any decision,

heretofore made.

Commence- 4, This Act comes into force on the day it receives Royal
ment .

,

j j

Assent.

Short utie 5^ Xhis Act may be cited as The Farm Products Marketing
Amendment Act, 1972.
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BILL 239 1972

An Act to amend
The Farm Products Marketing Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) Paragraphs 12 and 13 of subsection 1 of section 8s-^8w.

of The Farm Products Marketing Act, being chapter 162 of re-enacted

the Revised Statutes of Ontario, 1970, are repealed and the

following substituted therefor

:

12. authorizing a local board,

i. to require that a regulated product be

marketed on a quota basis,

ii. to prohibit any person to whom a quota has

not been fixed and allotted for the marketing
of a regulated product or whose quota has been
cancelled from marketing any of the regulated

product,

iii. to prohibit any person to whom a quota has

been fixed and allotted for the marketing of a

regulated product from marketing any of the

regulated product in excess of such quota, and

iv. to prohibit any f)erson to whom a quota has

been fixed and allotted for the marketing of a

regulated product produced on lands or

premises in respect of which such quota was
fixed and allotted from marketing any of the

regulated product other than the regulated

product produced on such lands or premises

;

13. authorizing a local board,

i. to fix and allot to persons quotas for the

marketing of a regulated product on such
basis as the local board considers proper,
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ii. to refuse to fix and allot to any person a

quota for the marketing of a regulated product

for any reason that the local board considers

proper,

iii. to cancel or reduce, or refuse to increase, a

quota fixed and allotted to any person for the

marketing of a regulated product for any
reason that the local board considers proper,

and

iv. to permit any person to whom a quota has

been fixed and allotted for the marketing of

a regulated product to market any of the

regulated product in excess of such quota on
such terms and conditions as the local board
considers proper.

LnWed (^) ^^^ ^^^^ section 8 is amended by adding thereto the

following subsection

:

imSteting ^^^ Everything that is done by a local board under the
boaM deemed authority of paragraph 13 of subsection 1 shall be
tive deemed to be of an administrative and not of a

legislative nature.

re-eScte'd'^^'
^*—(^) Clauses b and c of subsection 2 of section 21 of the

said Act are repealed and the following substituted therefor:

(b) authorizing the local board,

(i) to require that tobacco be produced on a basis

of tobacco acreage or other production quota,

(ii) to prohibit any person to whom a tobacco
acreage or other production quota has not

been fixed and allotted or whose tobacco

acreage or other production quota has been
cancelled from producing tobacco,

(iii) to prohibit any person to whom a tobacco
acreage or other production quota has been
fixed and allotted from producing any tobacco
on acreage in excess of the tobacco acreage,

or other production quota, fixed and allotted

to such p>erson, and

(iv) to prohibit any person from producing tobacco
on land other than a tobacco farm in respect
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of which a tobacco acreage or other produc-

tion quota has been fixed and allotted to

such person

;

(c) authorizing the local board,

(i) to fijc and allot to persons tobacco acreages or

other production quotas on such basis as the

local board considers proper,

(ii) to refuse to allot to any person a tobacco

acreage or other production quota on such

basis as the local board considers proper,

(iii) to cancel or reduce, or refuse to increase, a

tobacco acreage or other production quota
fixed and allotted to any person for any
reason that the local board considers proper.

(2) The said section 21 is amended by adding thereto the s- 21.
^ ^

r / ' . , .
-^ ° amended

following subsections

:

(4a) Where the Board authorizes the local board to exer- Exercise of

cise any of the powers mentioned in subsection 2, theiocai board

local board, in the exercise of such powers, may
make regulations or orders or issue directions.

(46) Everything that is done by the local board under the
^^^^^^^^^ni

authority of clause c of subsection 2 shall be deemed deemed to be

to be of an administrative and not of a legislative tive

nature.

3.—(1) Every order, regulation or direction heretofore
^J^^^^^^^^^^-^

made and everything heretofore done by a local board acting yaiid and
, , , , , binding

or purporting to act pursuant to authority delegated under
paragraph 12 or 13 of subsection 1 of section 8 or under
clause a, b or c of subsection 2 of section 21 of The FarwRsp i^^o.

Products Marketing Act or any predecessors of such paragraphs

or clauses, as the case may be, shall be deemed to have been
made or done under The Farm Products Marketing Act, as

amended by sections 1 and 2 of this Act, and is hereby declared

valid and binding for all intents and purposes, and shall be
deemed to have been valid and binding for all intents and
purposes from the date on which it was made or done.

(2) Nothing in subsection 1 limits the powers of The Farm No nm^ution

Products Marketing Board under section 11 of The Farm
Products Marketing Act.

(3) Nothing in subsection 1 limits the power of a local board. ^**'"
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{a) to amend or revoke any regulation, order or direction

;

or

(b) to vary or rescind any decision,

heretofore made.

Commence- 4, This Act comes into force on the day it receives Roval
ment .

,

j j

Assent.

Short title 5^ Xhis Act may be cited as The Farm Products Marketing
Amendment Act, 1972.
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Explanatory Notes

Section 1. The amendment makes it clear that capital grants are

payable for capital improvements and alterations to existing community

centres.
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BILL 240 1972

An Act to amend
The Community Centres Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

,&

1, Section 2 of The Community Centres Act, being chapter 73
rg^^nacted

of the Revised Statutes of Ontario, 1970, is repealed and
the following substituted therefor

:

2.—(1) The Minister may grant aid to any municipality ^''^'^t^

for the construction, alteration, extension, acquisition

or renovation of a community centre but no grant

shall exceed the lesser of,

{a) $10,000 or 25 per cent of the cost of the

construction, alteration, extension, acquisition

or renovation, as the case may be, of,

(i) a building or that part of a building

designed for a community hall or skating

arena, or

(ii) an athletic field or outdoor skating

rink;

{h) $15,000 or 25 per cent of the cost of the

construction, alteration, extension, acquisition

or renovation, as the case may be, of,

(i) a building or that part of a building

designed for an indoor swimming pool,

or

(ii) an outdoor swimming pool

;

(c) $20,000 or 25 per cent of the cost of the

construction, alteration, extension, acquisition

240



or renovation, as the case may be, of a building

or that part of a building designed to include

both a community hall and a skating arena;

or

(d) $25,000 or 25 per cent of the cost of the

construction, alteration, extension, acquisition

or renovation, as the case may be, of a building

or that part of a building designed to include

both a community hall and an indoor swimming
pool.

Mem (2) Grants may be made under subsection 1 to any
municipality in respect of more than one community
centre.

ft>r°money8 (^) ^^^ grants are payable out of the moneys appropriated
therefor by the Legislature.

repealed
^* Section 3 of the said Act is repealed.

^•*^^\
A 3. Subsection 1 of section 4 of the said Act is amended byamended /•<< , i, •,-,• ,• <msertmg after purchase m the third Ime lease .

Sen™*"*'*' 4. This Act comes into force on the day it receives Royal
Assent.

Short title 5^ Xhis Act may be cited as The Community Centres Amend-
ment Act, 1972.
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Sections 2 and 3. The amendments make it clear that community
centres under this Act may be acquired by lease.
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BILL 240 1972

An Act to amend
The Community Centres Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Section 2 of The Community Centres Act, being chapter 73
rg^^nacte^i

of the Revised Statutes of Ontario, 1970, is repealed and
the following substituted therefor

;

2.—(1) The Minister may grant aid to any municipality <^''*»^^s

for the construction, alteration, extension, acquisition

or renovation of a community centre but no grant

shall exceed the lesser of,

{a) $10,000 or 25 per cent of the cost of the

construction, alteration, extension, acquisition

or renovation, as the case may be, of,

(i) a building or that part of a building

designed for a community hall or skating

arena, or

(ii) an athletic field or outdoor skating

rink;

{b) $15,000 or 25 per cent of the cost of the

construction, alteration, extension, acquisition

or renovation, as the case may be, of,

(i) a building or that part of a building

designed for an indoor swimming pool,

or

(ii) an outdoor swimming pool

;

(c) $20,000 or 25 per cent of the cost of the

construction, alteration, extension, acquisition
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or renovation, as the case may be, of a building

or that part of a building designed to include

both a community hall and a skating arena;

or

(d) $25,000 or 25 per cent of the cost of the

construction, alteration, extension, acquisition

or renovation, as the case may be, of a building

or that part of a building designed to include

both a community hall and an indoor swimming
pool.

M*m (2) Grants may be made under subsection 1 to any
municipality in respect of more than one community
centre.

^mone^ P) The grants are payable out of the moneys appropriated
therefor by the Legislature.

re^* aied
^' ^^^tion 3 of the Said Act is repealed.

amenlied
^* ^ubsection 1 of section 4 of the said Act is amended by

inserting after "purchase" in the third line "lease".

Se^t"*"*'*' 4. This Act comes into force on the day it receives Royal
Assent.

Short title 5^ jhis Act may be cited as The Community Centres Amend-
ment Act, 1972.
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Explanatory Notes

Section 1. "Centre" is more clearly defined.

Section 2. The first reference to section 3 is removed so as to prevent

any ambiguity in intent of the section.

Section 3. Self-explanatory.

Section 4. The amendment authorizes capital grants to be made by

the Minister rather than by order in council.
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BILL 241 1972

An Act to amend
The Elderly Persons Centres Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Clause c of section 1 of The Elderly Persons Centres^- '^^^^'
, ^-^ re-enacted

Act, being chapter 140 of the Revised Statutes of Ontario,

1970, is repealed and the following substituted therefor:

(c) "centre" means all or any part of a building or

buildings maintained and operated to provide social,

recreational or other services for elderly persons.

amended2. Subsection 3 of section 2 of the said Act, as re-enacted l-^^^y

by the Statutes of Ontario, 1971, chapter 50, section 35,

is amended by striking out "or section 3" in the first line.

3. Subsection 1 of section 3 of the said Act is amended s- 3 (i)

by adding at the end thereof "and may acquire by purchase,

lease or otherwise real and personal property for that pur-

pose".

4. Subsection 1 of section 4 of the said Act is repealed s- * d).,,,,,. , • , , ,
re-enacted

and the followmg substituted therefor:

(1) The Minister may out of moneys appropriated <^*p^^*i^.g

therefor by the Legislature direct payment to a centres

municipality or to an approved corporation for the

erection, alteration, extension, renovation, acquisition

or the furnishing and equipping of a centre of an
amount determined by the regulations but not

exceeding 30 f)er cent or such higher percentage

as the regulations prescribe of the cost thereof to

the municipality or to the approved corporation,

but no payment shall be made to the approved
corporation unless the council of the municipality

in which the building or premises of the corporation
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to be used as a centre is situate, or the council

of that municipaHty together with the councils of

one or more continguous municipalities, directs

payment to the approved corporation of a sum
equal to at least 20 per cent of the cost so computed
or contributes to the approved corporation real or

personal property approved by the Minister that is

equivalent in value to at least 20 per cent of the

said cost.

B8. 5. 6,

re-enacted
5. Sections 5 and 6 of the said Act are repealed and

the following substituted therefor

:

Special
errants

The Minister may out of moneys appropriated

therefor by the Legislature direct payment of grants

in accordance with the regulations in respect of the

cost of those services, facilities or research for

elderly persons for which grants by Ontario are not

otherwise payable under this Act.

Evaluation
and survey

5a. Before selecting or acquiring a site, or erecting or

acquiring all or any part of a building or an addition

thereto for use as a centre in respect of which a
grant is payable by Ontario under this Act, the

municipality or corporation establishing or adding
to the centre shall establish the need for the centre

or the addition thereto to the satisfaction of the

Minister and shall,

(a) evaluate the site in accordance with the

regulations to determine whether it will best

serve the program of the centre and the best

interests of the elderly persons to be served

by the centre

;

(b) conduct a survey of thecommunityand a review
of population requirements in accordance
with the regulations,

and submit a report thereof to the Minister.

Approval
of plans 6. No grant under subsection 1 of section 4 shall be

made until,

241

in the case of the erection or acquisition of

all or any part of a building or an addition

thereto, the site thereof, selected and evaluated
in accordance with the regulations, has been
approved by the Minister ; and



Section 5. The amendment requires site evaluations and community
surveys to be made so that the need for a centre can be established before

a grant is paid and the amendment authorizes capital grants to be made
by the Minister rather than by order in council.
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Section 6. The application of the section is made more general.

Section 7. The amendments expand the regulation making powers

so as to include the other changes incorporated in this Bill.

i
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{b) the plans of the building being erected,

altered, extended, renovated or acquired,

developed and prepared in accordance with

the regulations,

have been approved in writing by the Minister.

6. Subsection 1 of section 7 of the said Act is amendeds'^^Di ^

by striking out "a grant under subsection 1 of section 4"

in the first and second lines and inserting in lieu thereof

"financial aid from Ontario under this Act".

7.—(1) Subclause ii of clause c of section 10 of the said
Ij^^^j^^g^]^)-

Act is amended by inserting after "acquiring" in the fourth

line "or furnishing and equipping".

(2) Clause c of the said section 10 is amended by adding |-^o^^>^^

thereto the following subclause

:

(iii) a higher percentage for the maximum amount of

a grant payable by Ontario.

(3) The said section 10, as amended by the Statutes of|j^^'jj^g^

Ontario, 1971, chapter 50, section 35, is further amended by
adding thereto the following clauses

:

iga) prescribing procedures for selecting and evaluating

the site of a building to be erected, acquired or

added to by a corporation or municipality, and for

conducting a survey of the community and a review

of population requirements and the contents of a

report to be submitted to the Minister under sec-

tion 5a

;

igb) prescribing procedures for the development and
preparation of plans for sites and buildings and the

information to be contained in such plans.

8. This Act comes into force on the day it receives Royal ^°^™®°°«-

Assent.

9. This Act may be cited as The Elderly Persons C^w^r^s Short title

Amendment Act, 1972.
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BILL 241 1972

An Act to amend
The Elderly Persons Centres Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Clause c of section 1 of The Elderly Persons Centres ^^<-^^'
^ _,-^ re-enacted

Act, being chapter 140 of the Revised Statutes of Ontario,

1970, is repealed and the following substituted therefor:

(c) "centre" means all or any part of a building or

buildings maintained and operated to provide social,

recreational or other services for elderly persons.

amended2. Subsection 3 of section 2 of the said Act, as re-enacted ^v^i^y

by the Statutes of Ontario, 1971, chapter 50, section 35,

is amended by striking out "or section 3" in the first line.

3. Subsection 1 of section 3 of the said Act is amended s- 3 (d
, ,,. , ,, r ti 1 1 1

amenaea
by addmg at the end thereof and may acquire by purchase,

lease or otherwise real and personal property for that pur-

pose".

4. Subsection 1 of section 4 of the said Act is repealed s'* (i)^^^.^^

and the following substituted therefor

:

(1) The Minister may out of moneys appropriated °*p^^|1^_^

therefor by the Legislature direct payment to acentres

municipality or to an approved corporation for the

erection, alteration, extension, renovation, acquisition

or the furnishing and equipping of a centre of an
amount determined by the regulations but not

exceeding 30 per cent or such higher percentage

as the regulations prescribe of the cost thereof to

the municipality or to the approved corporation,

but no payment shall be made to the approved
corporation unless the council of the municipality

in which the building or premises of the corporation
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to be used as a centre is situate, or the council

of that municipahty together with the councils of

one or more contiguous municipalities, directs

payment to the approved corporation of a sum
equal to at least 20 per cent of the cost so computed
or contributes to the approved corporation real or

personal property approved by the Minister that is

equivalent in value to at least 20 per cent of the

said cost.

B8. 5, 6,

re-enacted

Special
grants

5, Sections 5 and 6 of the said Act are repealed and

the following substituted therefor

:

5. The Minister may out of moneys appropriated

therefor by the Legislature direct payment of grants

in accordance with the regulations in respect of the

cost of those services, facilities or research for

elderly persons for which grants by Ontario are not

otherwise payable under this Act.

Evaluation
and survey

5a. Before selecting or acquiring a site, or erecting or

acquiring all or any part of a building or an addition

thereto for use as a centre in respect of which a

grant is payable by Ontario under this Act, the

municipality or corporation establishing or adding

to the centre shall establish the need for the centre

or the addition thereto to the satisfaction of the

Minister and shall.

(a) evaluate the site in accordance with the

regulations to determine whether it will best

serve the program of the centre and the best

interests of the elderly persons to be served

by the centre

;

(6) conduct a survey of the communityand a review
of population requirements in accordance

with the regulations,

and submit a report thereof to the Minister.

Approval
of plans 6. No grant under subsection 1 of section 4 shall be

made until.

241

in the case of the erection or acquisition of

all or any part of a building or an addition

thereto, the site thereof, selected and evaluated

in accordance with the regulations, has been
approved by the Minister ; and
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(b) the plans of the building being erected,

altered, extended, renovated or acquired,

developed and prepared in accordance with

the regulations,

have been approved in writing by the Minister.

6. Subsection 1 of section 7 of the said Act is amendeds'^d).
_,

...
^ 4 t .,, amended

by striking out a grant under subsection 1 of section 4

in the first and second lines and inserting in lieu thereof

"financial aid from Ontario under this Act".

7.—(1) Subclause ii of clause c of section 10 of the said |j^° ^^^g^j*^-

Act is amended by inserting after "acquiring" in the fourth

line "or furnishing and equipping".

(2) Clause c of the said section 10 is amended by adding s.iocc),
^ ' JO amended

thereto the following subclause

:

(iii) a higher percentage for the maximum amount of

a grant payable by Ontario.

(3) The said section 10, as amended by the Statutes oflj^^-^^jg^j

Ontario, 1971, chapter 50, section 35, is further amended by
adding thereto the following clauses

:

(ga) prescribing procedures for selecting and evaluating

the site of a building to be erected, acquired or

added to by a corporation or municipality, and for

conducting a survey of the community and a review

of population requirements and the contents of a

report to be submitted to the Minister under sec-

tion 5a,
'

igb) prescribing procedures for the development and
preparation of plans for sites and buildings and the

information to be contained in such plans.

8. This Act comes into force on the day it receives Royal ^°^^®°*^®-

Assent.

9. This Act may be cited as The Elderly Persons C^w^res Short title

Amendment Act, 1972.
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Explanatory Note

The Bill makes provision for supernumerary judges and is complementary
to legislation of the Parliament of Canada which provides for the optional

retirement of judges at seventy as supernumerary judges for duties as

delegated.
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BILL 242 1972

An Act to amend The Judicature Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Clause k of section 1 of The Judicature Act, beiner s- 1 ('^). ^

chapter 228 of the Revised Statutes of Ontario, 1970, is

repealed and the following substituted therefor

:

{k) "judge" includes a chief justice, an ex officio judge

and a supernumerary judge.

2. The said Act is amended by adding thereto the follow-
^^^^

ing section

:

enacted

5a. For each office of judge of the Court of Appeal andsuper-
J o ^^ numerary

of the High Court of Justice there shall be the Judge

additional office of supernumerary judge held by a

judge of such court who has elected under the

Judges Act (Canada) to hold office only as a super- ^S;^- 1^''°>

numerary judge of that court.

3.— (1) Subsection 3 of section 8 of the said Act is amended
|-^^n^^g^

by inserting at the commencement thereof "Subject to

subsection 4".

(2) The said section 8 is amended by adding thereto the
l^^.^jj^j^^

following subsection

:

(4) The suf)ernumerary judges have rank and pre-wem

cedence after the other judges and among them-
selves according to seniority of appointment as a

judge.

4. Subsection 1 of section 11 of the said Act is repealed s^ii^i);^^

and the following substituted therefor

;

(1) Where a judge resigns his office or is appointed toJj^«™|^^

any other court or elects to hold office only as a office
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supernumerary judge or ceases to hold office by
reason of his having reached the age of retirement,

he may at any time within eight weeks after such

event, give judgment in any cause, action or matter
previously tried or heard before him, as if he had
not so resigned, been appointed, elected or ceased

to hold office.

amended ** ^^^^ion 15 of the Said Act is amended by striking out
"or any retired judge of that court" in the fourth Hne and
by striking out "or retired judge" in the tenth hne.

Commence-
ment 6. This Act shall be deemed to have come into force on the

1st day of August, 1972.

Short title 7. This Act may be cited as The Judicature Amendment
Act, 1972 {No. 2).
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Explanatory Note

The Bill makes provision for supernumerary judges and is complementary
to legislation of the Parliament of Canada which provides for the optional

retirement of judges at seventy as supernumerary judges for duties as

delegated.
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BILL 242 1972

An Act to amend The Judicature Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Clause k of section 1 of The Judicature Act, being s. i (fc)

chapter 228 of the Revised Statutes of Ontario, 1970, is

repealed and the following substituted therefor

:

{k) "judge" includes a chief justice, an ex officio judge

and a supernumerary judge.

2. The said Act is amended by adding thereto the follow- ^^^^^

ing section

:

enacted

5a. For each office of judge of the Court of Appeal andsuper-
•' o ^i numerary

of the High Court of Justice there shall be the judge

additional office of supernumerary judge held by a

judge of such court who has elected under the

Judges Act (Canada) to hold office only as a super-
^l;^-

1^°'

numerary judge of that court.

3.—(1) Subsection 3 of section 8 of the said Act is amended
|-^^n^^gji

by inserting at the commencement thereof "Subject to

subsection 4".

(2) The said section 8 is amended by adding thereto the
1^'^^^^^^^

following subsection

:

(4) The supernumerary judges have rank and pre-Wem

cedence after the other judges and among them-
selves according to seniority of appointment as a

judge.

4. Subsection 1 of section 11 of the said Act is repealed"
-^^1^);^.^^

and the following substituted therefor

:

(1) Where a judge resigns his office or is appointed to^j^^^^^
any other court or elects to hold office only as a office

242



supernumerary judge or ceases to hold office by
reason of his having reached the age of retirement,

he may at any time within eight weeks after such

event, give judgment in any cause, action or matter

previously tried or heard before him, as if he had
not so resigned, been appointed, elected or ceased

to hold office.

8.15.
amended

5. Section 15 of the said Act is amended by striking out

"or any retired judge of that court" in the fourth line and
by striking out "or retired judge" in the tenth line.

Commence-
ment 6. This Act comes into force on the day it receives Royal

Assent.

Short title 7, This Act may be cited as The Judicature Amendment
Act, 1972 {No. 2).
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BILL 242 1972

An Act to amend The Judicature Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Clause k of section 1 of The Judicature Act, being »• i c^). ^

chapter 228 of the Revised Statutes of Ontario, 1970, is

repealed and the following substituted therefor

:

{k) "judge" includes a chief justice, an ex officio judge

and a supernumerary judge.

2. The said Act is amended by adding thereto the follow- ^^^^

ing section

:

enacted

5a. For each office of judge of the Court of Appeal andsuper-
J o rr numerary

of the High Court of Justice there shall be the judge

additional office of supernumerary judge held by a

judge of such court who has elected under the

Judges Act (Canada) to hold office only as a super- ^S;^- 1^"'"-

numerary judge of that court.

3.— (1) Subsection 3 of section 8 of the said Act is amended s-so),... , r<<f>i- amended
by msertmg at the commencement thereof Subject to

subsection 4".

(2) The said section 8 is amended by adding thereto the
l-^-^j^^^^

following subsection

:

(4) The supernumerary judges have rank and pre-Wem

cedence after the other judges and among them-
selves according to seniority of appointment as a

judge.

4. Subsection 1 of section 11 of the said Act is repealed »• ii (i);j_gjj

and the following substituted therefor

:

(1) Where a judge resigns his office or is appointed to^^™®^
any other court or elects to hold office only as a office

242



supernumerary judge or ceases to hold office by
reason of his having reached the age of retirement,

he may at any time within eight weeks after such

event, give judgment in any cause, action or matter
previously tried or heard before him, as if he had
not so resigned, been appointed, elected or ceased

to hold office.

am** ded
** ^^^^^o"^ 15 of the said Act is amended by striking out

"or any retired judge of that court" in the fourth line and
by striking out "or retired judge" in the tenth line.

Commence- Q^ jhis Act comes into force on the day it receives Royal
Assent.

Short title 7. This Act may be cited as The Judicature Amendment
Act, 1972 {No. 2).
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Explanatory Notes

Section 1. The new subsection is to provide that the chairman shall

make the decision in cases where one of the members ceases to act after the

hearing has commenced.

Section 2. Subsection 1 provides that where the chairman dies or is

unable to act before the hearing has commenced, another chairman shall be

appointed. Subsections 2 and 3 provide for the granting of a new Board of

Reference and the procedure thereat where the chairman ceases to act or the

Board is prohibited from acting after the hearing has commenced and before

the chairman has reported.
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BILL 243 1972

An Act to amend
The Schools Administration Act

HER MAJESTY, by and with the advice and consent of the

Legislative Assembly of the Province of Ontario, enacts

as follows

:

1. Section 26 of The Schools Administration Act, beings. 26,

chapter 424 of the Revised Statutes of Ontario, 1970, as

amended by the Statutes of Ontario, 1971, chapter 90, section

4, is further amended by adding thereto the following

subsection

:

(7) Where, after the hearing has commenced, the repre- ^f^^^^ i

sentative of the board or of the teacher dies, for any ofrepre-
. , . -11 sentative

reason is unable to contmue to act or withdraws
from the Board of Reference, the other representative

shall withdraw and the decision of the Board of

Reference shall be made by the chairman.

2. The said Act is amended by adding thereto the following 8.^26a

section

:

enacted

26a.—(1) Where, before the hearing has commenced, the I'e^Jtii} etc
^ ' " of chairman

chairman of a Board of Reference dies, disqualifies before

himself, for any reason is unable to act or is pro-

hibited from acting, the Minister shall direct another

judge to act as chairman and the Board of Reference

shall proceed in accordance with this Part except

that for the purposes of section 27 the date of ap-

pointment of the chairman is the date of appointment
of the chairman directed to act under this section.

(2) Where, after the hearing has commenced and before
of®Re?er*m;e

the chairman of a Board of Reference reports to the after hearing:
-,. . ^ 1,1 commences
Minister and to the parties,

{a) the chairman dies, disqualifies himself, for any
reason is unable to continue as chairman or is

prohibited from acting ; or
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(b) the Board of Reference is prohibited from
acting or proceeding,

the Board of Reference is terminated and where,

within ninety days after the death, disquahfication,

inabihty to continue or prohibition referred to in

clause a OT b, the person who apphed for the Board
of Reference requests the Minister in writing to grant

another Board of Reference, the Minister may grant

a new Board of Reference, in which case the pro-

visions of this Part apply mutatis mutandis except

that the representatives named to the new Board of

Reference shall not be the representatives named to

the Board of Reference terminated under this sub-

section and the determination and direction of the

costs under section 31 may include the costs, if any,

incurred in respect of the Board of Reference termi-

nated under this subsection.

Procedure
at new Board
of Reference

(3) Where a new Board of Reference is granted under
subsection 2, the hearing shall proceed as if the

hearing by the Board of Reference terminated under
subsection 2 had not commenced.

B. 28 (2).

repealed

B. 29 (1. 2),

re-enacted

3. Subsection 2 of section 28 of the said Act is repealed.

4. Subsections 1 and 2 of section 29 of the said Act are

repealed and the following substituted therefor :

Direction of
Board of
Reference

(1) A Board of Reference shall direct the continuance

of the contract or the discontinuance of the contract.

Report to
Minister (2) The chairman of a Board of Reference shall, within

seven days after the completion of the hearing and
the receipt of any written submissions required by
him, report the direction of the Board of Reference
to the Minister and to the parties.

ment"®°°**" 5.—(1) This Act, except section 2, comes into force on the
day it receives Royal Assent.

Idem
(2) Section 2 shall be deemed to have come into force on the

1st day of October, 1972.

Short title e. This Act jnay be cited as The Schools Administration
Amendment Act, 1972 {No. 2).
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Section 3. The amendment removes the requirement that meetings of

a Board of Reference be held in camera.

Section 4. The subsections are re-enacted to make the provisions

consistent with The Statutory Powers Procedure Act, 1971 , and to make it clear

that the report to the Minister and parties is to be made within seven days

after the completion of the hearing and the receipt of any written submissions

required by the chairman of the Board of Reference.
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BILL 243 1972

An Act to amend
The Schools Administration Act

HER MAJESTY, by and with the advice and consent of the

Legislative Assembly of the Province of Ontario, enacts

as follows

:

1. Section 26 of The Schools Administration Act, beings- 26,
&II16I1q6(i

chapter 424 of the Revised Statutes of Ontario, 1970, as

amended by the Statutes of Ontario, 1971, chapter 90, section

4, is further amended by adding thereto the following

subsection

:

(7) Where, after the hearing has commenced, the repre- °?^^L°'^
g^,

sentative of the board or of the teacher dies, for any of repre-

reason is unable to continue to act or withdraws
from the Board of Reference, the other representative

shall withdraw and the decision of the Board of

Reference shall be made by the chairman.

2. The said Act is amended by adding thereto the following s- 26a,

section

:

26a.— (1) Where, before the hearing has commenced, the Death etc.,

1 • f -r. n r X-. / t i- \ • r-
of Chairman

chairman of a Board of Reference dies, disqualifies before

himself, for any reason is unable to act or is pro-

hibited from acting, the Minister shall direct another

judge to act as chairman and the Board of Reference

shall proceed in accordance with this Part except

that for the purposes of section 27 the date of ap-

pointment of the chairman is the date of appointment
of the chairman directed to act under this section.

(2) Where, after the hearing has commenced and before
of^Referemie

the chairman of a Board of Reference reports to the after hearing
* r.nmmnnp.AH

Minister and to the parties,

(a) the chairman dies, disqualifies himself, for any
reason is unable to continue as chairman or is

prohibited from acting; or

commences
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(6) the Board of Reference is prohibited from
acting or proceeding,

the Board of Reference is terminated and where,

within ninety days after the death, disqualification,

inabihty to continue or prohibition referred to in

clause a OT b, the person who applied for the Board
of Reference requests the Minister in writing to grant

another Board of Reference, the Minister may grant

a new Board of Reference, in which case the pro-

visions of this Part apply mutatis mutandis except

that the representatives named to the new Board of

Reference shall not be the representatives named to

the Board of Reference terminated under this sub-

section and the determination and direction of the

costs under section 31 may include the costs, if any,

incurred in respect of the Board of Reference termi-

nated under this subsection.

Procedure
at new Board
of Reference

(3) Where a new Board of Reference is granted under
subsection 2, the hearing shall proceed as if the

hearing by the Board of Reference terminated under
subsection 2 had not commenced.

a. 28 (2),

repealed

B. 29 (1, 2),
re-enacted

3. Subsection 2 of section 28 of the said Act is repealed.

4. Subsections 1 and 2 of section 29 of the said Act are

repealed and the following substituted therefor

:

Direction of
Board of
Reference

[1) A Board of Reference shall direct the continuance

of the contract or the discontinuance of the contract.

Report to
Minister (2) The chairman of a Board of Reference shall, within

seven days after the completion of the hearing and
the receipt of any written submissions required by
him, report the direction of the Board of Reference
to the Minister and to the parties.

menr^°°®" 5.—(1) This Act, except section 2, comes into force on the

day it receives Royal Assent.

Idem
(2) Section 2 shall be deemed to have come into force on the

1st day of October, 1972.

Short title 6. This Act jnay be cited as The Schools Administration
Amendment Act, 1972 {No. 2).
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Explanatory Note

The Bill amends the definition section of the Act to provide a definition

of "Assessment Review Court".

The Bill also provides for taxation in 1973 on the basis of market
value assessments in municipalities and in school areas comprising territory

without municipal organization that may be specified by proclamation.

:lU!i.^'»

244



BILL 244 1972

An Act to amend The Assessment Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Section 1 of The Assessment Act, being chapter 32 of the
|J^>gj^^g^

Revised Statutes of Ontario, 1970, as amended by the Statutes

of Ontario, 1971, chapter 79, section 1, 1972, chapter 1,

section 89 and 1972, chapter 125, section 1, is further amended
by adding thereto the following clause

:

{aa) "Assessment Review Court" and "Assessment Review
Court established under this Act" mean the Assess-

ment Review Court constituted under The Assessment ^^2. c. iii

Review Court Act, 1972.

2. The said Act is amended by adding thereto the following
1^^^'^^.^^

section

:

97.—(1) Notwithstanding any other provision of this ^'^^,l^°^^^o^
the Lieutenant Governor by his proclamation may of 88.85-92

provide that, on a day named in the proclamation,

the whole or any part of the provisions of sections

85 to 92 shall cease to be in force in any munici-

pality or territory without municipal organization

comprised in a locality named or described in the

proclamation, and upon the making of such a

proclamation the provisions of this Act specified in

the proclamation cease to be in force in the munici-

pality or territory without municipal organization

comprised in a locality named or described as of the

date named in the proclamation, but such a proc-

lamation shall not extend the application of any
provision therein mentioned beyond the time that

the provision would otherwise cease to be in force

as set out in section 93, 94 or 95.

(2) Notwithstanding section 96, the Lieutenant Governor Jj'°tahl'"*°^

by his proclamation may name a day earlier thanf^o^j.Jo"^
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Assessment
roll to be
returned

1973 tax to
be on basis
of new
assessment
roll

R.S.0. 1970,
c. 284

the 1st day of January, 1974 upon which the pro-

visions of this Act referred to in section 96 shall

cease to be inoperative and shall come into force in

any municipality or territory without municipal

organization comprised in a locality named or de-

scribed in the proclamation, and upon the making

of the proclamation such provisions shall cease to be

inoperative and shall come into force in the named or

described municipality or territory without municipal

organization comprised in a locality upon the day

named in the proclamation.

(3) In any proclamation made under this section, the

Lieutenant Governor may also name a day, not less

than one month after the date in the proclamation

specified as the date when it takes effect in any

municipality or territory without municipal organ-

ization comprised in a locality, upon which the assess-

ment commissioner for the assessment region within

which any municipality or territory without munici-

pal organization comprised in a locality named or

described in the proclamation is situated shall return

a new assessment roll for the assessment at market

value of real property in any municipality or territory

without municipal organization comprised in a

locality named or described in the proclamation,

and the assessment commissioner shall return a new
assessment roll for such municipality or territory

without municipal organization comprised in a

locality in accordance with the provisions of this Act
that will be in force in that municipality or territory

without municipal organization comprised in a

locality on the day that the new assessment roll is

returned.

(4) Notwithstanding any special or general Act to the

contrary, where, during the year 1973, a proclamation

is made under this section in which a day is named
for the return of a new assessment roll in a munici-

pality described in the proclamation, any municipal

or school tax to be levied and raised in the year

1973 by the council of such municipality under the

authority of The Municipal Act, and any taxes and
rates that, by any other enactment, the council of

such municipality may be required to levy and
collect in the year 1973, and any mill rate to be
determined in such municipality for the year 1973

for the purpose of taxation in that year shall be
based on the value of property contained in the new
assessment roll returned in such municipality in

accordance with subsection 3.
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(5) Notwithstanding section 72, where during the year
^^^t^of^^

1973 a proclamation is made under this section in county rate

which a day is named for the return of a new
assessment roll in a township, town or village de-

scribed in the proclamation, the council of the county
in which such township, town or village is situated

may by by-law passed before the 1st day of August,

1973 determine to apportion the county rate for

the year 1973 by taking into consideration and
making adjustment for any change in assessment

that has resulted from the return of a new assessment

roll in accordance with subsection 3 in any town-

ship, town or village situated in the county, and
except in so far as they are inconsistent with this

section, the provisions of section 72 apply to the

apportionment of the county rate for the year 1973,

and within ten days of the passing of a by-law under
this subsection, the county clerk shall send a copy of

such by-law by registered mail to the clerk of each

municipality situated within the boundaries of the

county.

(6) Notwithstanding any special or general Act to the te'^on^sis

contrary, where, during the year 1973, a proclama-
"gg^ggment

tion is made under this section in which a day is rou

named for the return of a new assessment roll in a

territory without municipal organization comprised in

a locality described in the proclamation, any taxes

for school purposes that a public school board,

divisional board of education or separate school

board levies in the year 1973 in the territory without

municipal organization comprised in a locality, and
any mill rate to be determined in such territory

without municipal organization comprised in a

locality for taxation for school purposes in that year,

shall be based on the value of property contained in

the new assessment roll returned in such territory

without municipal organization comprised in a

locality in accordance with subsection 3.

(7) For the purpose of providing an assessment roll for
^®^'J[^j.°^jj

taxation in the year 1974 in any municipality or °ot prevented

territory without municipal organization comprised

in a locality named or described in a proclamation

made under this section, nothing contained in this

section shall be construed to prevent the return in

the year 1973 in such municipality or territory

without municipal organization comprised in a

locality of a second assessment roll in accordance

with the provisions of this Act that will be in force
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Proclamation
may be for
part of a
municipality
or
unorganized
territory

in such municipality or territory without municipal

organization comprised in a locality after the

proclamation comes into force.

(8) A proclamation under this section may be made
for part only of a municipality or of territory without

municipal organization comprised in a locality, and
where a day is named in such proclamation for the

return of a new assessment roll in accordance with

subsection 3, the new assessment roll shall be returned

for only the real property situated in that part of the

municipality or territory without municipal organ-

ization comprised in a locality that is described in

the proclamation.

Commence-
ment 3. This Act comes into force on the day it receives Royal

Assent.

Short title 4. This Act may be cited as The Assessment Amendment
Act, 1972 {No. 2).
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BILL 244 1972

An Act to amend The Assessment Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Section 1 of The Assessment Act, being chapter 32 of thel^^'^^^^^

Revised Statutes of Ontario, 1970, as amended by the Statutes

of Ontario, 1971, chapter 79, section 1, 1972, chapter 1,

section 89 and 1972, chapter 125, section 1, is further amended
by adding thereto the following clause

:

{aa)
'

'Assessment Review Court
'

' and
'

'Assessment Review
Court established under this Act" mean the Assess-

ment Review Court constituted under The Assessment "^^^^ ^-^
Review Court Act, 1972.

2. The said Act is amended by adding thereto the following
l^l'^tg^

section

:

97.—(1) Notwithstanding any other provision of this ^ct,l^°^l^^^^«
the Lieutenant Governor by his proclamation mayof 88.86-92

provide that, on a day named in the proclamation,

the whole or any part of the provisions of sections

85 to 92 shall cease to be in force in any munici-

pality or territory without municipal organization

comprised in a locality named or described in the

proclamation, and upon the making of such a

proclamation the provisions of this Act specified in

the proclamation cease to be in force in the munici-

pality or territory without municipal organization

comprised in a locality named or described as of the

date named in the proclamation, but such a proc-

lamation shall not extend the application of any
provision therein mentioned beyond the time that

the provision would otherwise cease to be in force

as set out in section 93, 94 or 95.

(2) Notwithstanding section 96, the Lieutenant Governor JJ^t^Ji**™*"*

by his proclamation may name a day earlier than f^oviBions
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Assessment
roll to be
returned

1973 tax to
be on basis
of new
assessment
roll

R.S.0. 1970.
C.284

the 1st day of January, 1974 upon which the pro-

visions of this Act referred to in section 96 shall

cease to be inoperative and shall come into force in

any municipality or territory without municipal

organization comprised in a locality named or de-

scribed in the proclamation, and upon the making

of the proclamation such provisions shall cease to be

inoperative and shall come into force in the named or

described municipality or territory without municipal

organization comprised in a locality upon the day
named in the proclamation.

(3) In any proclamation made under this section, the

Lieutenant Governor may also name a day, not less

than one month after the date in the proclamation

specified as the date when it takes effect in any
municipality or territory without municipal organ-

ization comprised in a locality, upon which the assess-

ment commissioner for the assessment region within

which any municipality or territory without munici-

pal organization comprised in a locality named or

described in the proclamation is situated shall return

a new assessment roll for the assessment at market

value of real property in any municipality or territory

without municipal organization comprised in a

locality named or described in the proclamation,

and the assessment commissioner shall return a new
assessment roll for such municipality or territory

without municipal organization comprised in a

locality in accordance with the provisions of this Act

that will be in force in that municipality or territory

without municipal organization comprised in a

locality on the day that the new assessment roll is

returned.

(4) Notwithstanding any special or general Act to the

contrary, where, during the year 1973, a proclamation

is made under this section in which a day is named
for the return of a new assessment roll in a munici-

pality described in the proclamation, any municipal

or school tax to be levied and raised in the year

1973 by the council of such municipality under the

authority of The Municipal Act, and any taxes and
rates that, by any other enactment, the council of

such municipality may be required to levy and
collect in the year 1973, and any mill rate to be

determined in such municipality for the year 1973

for the purpose of taxation in that year shall be

based on the value of property contained in the new
assessment roll returned in such municipality in

accordance with subsection 3.
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(5) Notwithstanding section 72, where during the year ^PP°''of°°"

1973 a proclamation is made under this section in county rate

which a day is named for the return of a new
assessment roll in a township, town or village de-

scribed in the proclamation, the council of the county
in which such township, town or village is situated

may by by-law passed before the 1st day of August,

1973 determine to apportion the county rate for

the year 1973 by taking into consideration and
making adjustment for any change in assessment

that has resulted from the return of a new assessment

roll in accordance with subsection 3 in any town-

ship, town or village situated in the county, and
except in so far as they are inconsistent with this

section, the provisions of section 72 apply to the

apportionment of the county rate for the year 1973,

and within ten days of the passing of a by-law under
this subsection, the county clerk shall send a copy of

such by-law by registered mail to the clerk of each

municipality situated within the boundaries of the

county.

(6) Notwithstanding any special or general Act to the ie^on basfs

contrary, where, during the year 1973, a proclama- as^ssment
tion is made under this section in which a day is rou

named for the return of a new assessment roll in a

territory without municipal organization comprised in

a locality described in the proclamation, any taxes

for school purposes that a public school board,

divisional board of education or separate school

board levies in the year 1973 in the territory without

municipal organization comprised in a locahty, and
any mill rate to be determined in such territory

without municipal organization comprised in a

locality for taxation for school purposes in that year,

shall be based on the value of property contained in

the new assessment roll returned in such territory

without municipal organization comprised in a

locahty in accordance with subsection 3.

(7) For the purpose of providing an assessment roll for ^^^^^''^jljfjj

taxation in the year 1974 in any municipality or °o<^ presented

territory without municipal organization comprised

in a locality named or described in a proclamation

made under this section, nothing contained in this

section shall be construed to prevent the return in

the year 1973 in such municipality or territory

without municipal organization comprised in a

locality of a second assessment roll in accordance

with the provisions of this Act that will be in force
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in such municipality or territory without municipal
organization comprised in a locality after the

proclamation comes into force.

Proclamation
may be for
part of a
municipality
or
unorganized
territory

(8) A proclamation under this section may be made
for part only of a municipality or of territory without
municipal organization comprised in a locality, and
where a day is named in such proclamation for the

return of a new assessment roll in accordance with
subsection 3, the new assessment roll shall be returned
for only the real property situated in that part of the

municipahty or territory without municipal organ-
ization comprised in a locality that is described in

the proclamation.

Commence-
ment 3. This Act comes into force on the day it receives Royal

Assent.

Short title 4. This Act may be cited as The Assessment Amendment
Act, 1972 {No. 2).
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Explanatory Note

The purpose of the Bill is:

1

.

To provide for the transfer to the Director of Milk Industry certain

powers and duties now exercised by the Milk Commission.

2. To confer on the Milk Commission additional functions respecting

policy planning.

3. To provide new procedures for a review of orders, decisions,

directions and regulations made under the Act.

4. To extend the application of the Act to milk from goats.
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BILL 245 1972

An Act to amend The Milk Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) Section 1 of The Milk Act, being chapter 273 of
iJ^-gj^^jg^j

the Revised Statutes of Ontario, 1970, is amended by adding

thereto the following paragraph

:

8a. "Director" means the Director of The Milk Industry

Branch of the Ministry of Agriculture and Food.

(2) Paragraph 17 of the said section 1 is repealed and the
re-enacted

following substituted therefor

:

17. "milk" means milk from cows or goats.

2.—(1) Subsection 1 of section 4 of the said Act is repealed 8.4(i),
' ' re-enacted

and the following substituted therefor

:

(1) The duties and responsibihties of the Commission are, Duties and

slbilitles of
. . . , f , Commission
(a) to exercise such powers as are conferred upon

it by or under this Act

;

(6) to develop and formulate policies to stimulate

and improve the marketing of milk and milk

products

;

(c) to select, develop and maintain research pro-

grams required for policy development and
formulation

;

{d) to inquire into the efficiency of such policies

and the manner in which they are being

implemented;

[e) to co-operate with the Canadian Dairy Com-
mission or any other agency of Canada or of
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any province of Canada respecting the pro-

ducing, processing and marketing of milk and
milk products;

(/) to provide and maintain liaison with organiza-

tions representing producers, processors or

transporters in Ontario ; and

{g) to conduct such studies as the Minister directs

respecting the producing, processing and
marketing of milk or milk products, and
report thereon to the Minister.

8. 4 (2) (e). (2) Clause e of subsection 2 of the said section 4 is amended
amen e

^^ inserting after "producing" in the first line "processing"

and by inserting after "production" in the third line

"processing".

8. 4 (3), (3) Subsection 3 of the said section 4 is repealed and the

following substituted therefor

:

com?Si88ion (^) ^he Commission, for the purposes of any inquiry,

arbitration or investigation under subsection 2, has
1971. c. 49 the powers of a commission under Part II of The

Public Inquiries Act, 1971 , which Part applies to such

inquiry, arbitration or investigation as if it were an

inquiry under that Act.

amende^'^'
^' ^'—(^) Paragraph 22 of subsection 1 of section 8 of the

said Act is amended by inserting after "the" in the third hne
"Commission or to a".

repeai'^"^"^' (^) Paragraph 39 of subsection 1 of the said section 8 is

repealed.

8. 12a 4, The said Act is amended by adding thereto the following

section

:

wii^of' ^^*-—(^) The Director shall be responsible for the adminis-
Director tration and enforcement of this Act and the regulations

with respect to the quality of milk, milk products

and fluid milk products within Ontario.

dutiirof"** ("^^ ^^^ Director shall exercise such powers and perform
Director such duties as are conferred or imposed upon him by

or under this Act.

Appoint- (3) Such officers, field-men and other employees as are
ments ^ ' • i , , , • r i

considered necessary for the exercise of the powers
and the performance of the duties of the Director

f'm'
^^^' ^^y ^^ appointed under The Public Service Act.
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(4) Every officer, field-man or other employee of the Previous
„ '.. . 1, --7 appointments
Commission heretofore appointed under subsection 7 deemed to be

of section 3 or under The Public Service Act for the Act

administration and enforcement of The Milk Act and r.s.o. iqto,

the regulations with respect to the quality of milk, ^- ^^

milk products or fluid milk products within Ontario

who is carrying on his duties on the day The Milk
Amendment Act, 1972 {No. 2) comes into force shall

be deemed to have been appointed in accordance

with subsection 3.

5.—(1) Subsection 1 of section 13 of the said Act is amended
li^g^^^^ji

by striking out "Commission" in the second and third lines

and inserting in lieu thereof "Director".

(2) Subsection 2 of the said section 13 is amended byl^^^^^)^^

striking out "Commission" in the second line and inserting

in lieu thereof "Director".

(3) Subsection 3 of the said section 13 is amended bysi3(3),
., . ,,r- ..,,.,- ,. , . .

.-^ amended
stnking out Commission in the first line and inserting in

lieu thereof "Director".

(4) Clause a of subsection 3 of the said section 13 is s- 13 (3) (a),

d>m6QQ.6Q
amended by striking out "Commission" in the first line and
inserting in lieu thereof "Director".

6.—(1) Subsection 1 of section 14 of the said Act is
l^^^^g^^^^^j

amended by striking out "Commission" in the second line and
inserting in lieu thereof "Director".

(2) Subsection 2 of the said section 14 is amended by^i^^^),
... ,,r~ ..,,., ,. , . . -^ amended

striking out Commission in the second line and inserting

in lieu thereof "Director".

7.—(1) Paragraph 5 of section 18 of the said Act is amended s. is, par 5,

by inserting after "Commission" in the second line "or

Director".

(2) Paragraph 59 of the said section 18 is amended by amended
^^'

inserting after "Commission" in the second line and in the

third line "or Director".

8. Section 20 of the said Act is amended by inserting s. 20.

after "Commission" in the third line "or the Director".
*'"*° *

9. Section 23 of the said Act is amended by inserting s 23,

after "board" in the fourth line "or of any order or direction

of the Director" and by inserting after "board" in the eighth

line "or by the Director".

245



8.26(1.2,4). 10.—(1) Subsections 1, 2 and 4 of section 26 of the said

Act are repealed and the following substituted therefor

:

Appeal to
Commission (1) Where any person considers himself aggrieved by

any order, direction or decision of the Director, he

may appeal to the Commission by serving upon the

Commission written notice of the appeal.

Idem (2) Where any jjerson considers himself aggrieved by
any order, direction, decision or regulation of a

marketing board, he may appeal to the Commission
by serving upon the Commission written notice of

the appeal.

Notice of
appeal (4) Upon receipt of a notice under subsection 1 or 2,

the Commission shall forthwith notify the Director

or the marketing board, as the case may be, and the

Director or the marketing board shall thereupon

forthwith provide the Commission with all relevant

by-laws, orders directions, regulations, documents
or other materials, of any kind whatsoever, in his or its

possession.

8.26(5), (2) Subsection 5 of the said section 26 is amended by
amended \ '. ,- , i

• , , i , T.
striking out or the marketing board, as the case may be

in the first and second lines.

s. 26 (6, 8-10),
re-enacted (3) Subsections 6, 8, 9 and 10 of the said section 26 are

repealed and the following substituted therefor

:

Appeal to
Commission (6) The Commission shall hear and decide any appeal

under subsection 1 or 2 within thirty days after the

notice of appeal is received, but the Commission may,
at the request of the person making the appeal, or of

the Director or marketing board, adjourn the hearing

from time to time for such period or periods of time
as the Commission considers just.

Hearing of
appeal (8) At any hearing of an appeal,

{a) under subsection 1, the Director, either by
himself or through counsel ; or

(b) under subsection 2, the marketing board,

either by its officers, or any of them, or through
counsel.
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has the right to attend and make representations

and to adduce evidence respecting the appeal.

(9) Upon an appeal to the Commission under subsection
commission

1 or 2, the Commission may, by order, direct the on appeal

Director or the marketing board, as the case may be,

to take such action as the Director or the marketing

board is authorized to take under this Act and as

the Commission considers proper, and for this pur-

pose the Commission may substitute its opinion for

that of the Director or the marketing board.

(10) The Commission shall, within ten days after theNow^ceof

hearing is completed, serve notice upon the person

making the appeal and upon the Director or the

marketing board, as the case may be, of its decision.

(4) Clause a of subsection 12 of the said section 26 is
re-enacted^'

repealed and the following substituted therefor

:

(a) where the notice is served on the Director, the Com-
mission or a marketing board, by mailing the notice

to the address of the Director, Commission or

marketing board, as the case may be, at his or its

usual business address ; or

(5) Subsection 13 of the said section 26 is amended by8.26(i3),-1 iy> • ^ r ^^ ii amended
Striking out "or a marketmg board m the first Ime and by
striking out "or marketing board" in the second line.

11. The said Act is further amended by adding thereto |^^26a^|6ft,

the following sections

:

26a.—(1) Where any person considers himself aggrieved ^pp"'^**'*^^

by any order, direction or decision of the Commission, commission,

the Director or a marketing board, he may, by reconsidera-

application in writing therefor, request the Com- order, etc.

mission or, notwithstanding subsection 1 or 2 of

section 26, the Director or marketing board, as the

case may be, to reconsider such order, direction or

decision,

(2) On any application under subsection 1, the Com-
JJj°g]Jj*y'"**j.^^|°°

mission. Director or marketing board, as the case eta^without

may be, shall not vary or rescind its or his decision

adversely to the interests of any person without

holding a hearing to which such person is a party
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Application
to marketing
board for
reconsidera-
tion of
regulation

and may make such decision pursuant to such hearing

as it or he considers proper under this Act and the

regulations.

266.—(1) Where any person is affected by any regulation

of a marketing board, he may, notwithstanding sub-

section 2 of section 26, request the marketing board
to reconsider the regulation by serving upon the

marketing board written notice of the request.

Application
to Com-
mission for
reconsidera-
tion of
application

(2) Where any person is affected by any regulation of

the Commission, he may request the Commission to

reconsider the regulation by serving upon the

Commission written notice of the request.

Opportunity
to be heard (3) On receipt of a notice under this section, the market-

ing board or Commission, as the case may be, shall

hold or shall afford to the person making the request

an opportunity for a hearing.

Commence-
ment 12. This Act comes into force on a day to be named by

the Lieutenant Governor by his proclamation.

Short title 13. This Act may be cited as The Milk Amendment Act,

1972 {No. 2).
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BILL 245 1972

An Act to amend The Milk Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) Section 1 of The Milk Act, being chapter 273 of
l^^-gj^^g^

the Revised Statutes of Ontario, 1970, is amended by adding

thereto the following paragraph

:

8a. "Director" means the Director of The Milk Industry

Branch of the Ministry of Agriculture and Food.

(2) Paragraph 17 of the said section 1 is repealed and the
re-4nacted

following substituted therefor

:

17. "milk" means milk from cows or goats.

2.— (1) Subsection 1 of section 4 of the said Act is repealed s. 4(i),
^ '

^ re-enacted
and the following substituted therefor

:

(1) The duties and responsibihties of the Commission are. Duties and

sibflities of
, , . , , , Commission
[a) to exercise such powers as are conferred upon

it by or under this Act

;

(6) to develop and formulate policies to stimulate

and improve the marketing of milk and milk

products

;

(c) to select, develop and maintain research pro-

grams required for policy development and
formulation

;

{d) to inquire into the efficiency of such policies

and the manner in which they are being

implemented

;

{e) to co-operate with the Canadian Dairy Com-
mission or any other agency of Canada or of
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any province of Canada respecting the pro-

ducing, processing and marketing of milk and
milk products;

(/) to provide and maintain liaison with organiza-

tions representing producers, processors or

transporters in Ontario ; and

(g) to conduct such studies as the Minister directs

respecting the producing, processing and
marketing of milk or milk products, and
report thereon to the Minister.

B- 4 (2) (e). (2) Clause e of subsection 2 of the said section 4 is amended
by inserting after "producing" in the first line "processing"

and by inserting after "production" in the third line

"processing".

re-enacted ^^^ Subsection 3 of the said section 4 is repealed and the

following substituted therefor

:

commisBion (^) ^he Commission, for the purposes of any inquiry,

arbitration or investigation under subsection 2, has
1971. c. 49 the powers of a commission under Part II of The

Public Inquiries Act, 1971 , which Part applies to such
inquiry, arbitration or investigation as if it were an
inquiry under that Act.

amendeT'^' ^'~i^) Paragraph 22 of subsection 1 of section 8 of the
said Act is amended by inserting after "the" in the third line

"Commission or to a".

re?)i\'e^'"^' (2) Paragraph 39 of subsection 1 of the said section 8 is

repealed.

enLc't'ed
'** ^^^ ^^^^ ^^* ^^ amended by adding thereto the following

section

:

Sui^of*' ^2a.— (1) The Director shall be responsible for the adminis-
Director tration and enforcement of this Act and the regulations

with respect to the quality of milk, milk products
and fluid milk products within Ontario.

dutierof°** (2) The Director shall exercise such powers and perform
Director guch duties as are conferred or imposed upon him by

or under this Act.

merS^*^" ^^^ Such officers, field-men and other employees as are

considered necessary for the exercise of the powers
and the performance of the duties of the Director

R.ao. 1970. j^ay |3g appointed under The Public Service Act.
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(4) Every officer, field-man or other employee of the Previous
^ ' -'..' . . , 11 --7 appointments

Commission heretofore appointed under subsection 7 deemed to be

of section 3 or under The Public Service Act for the Act

administration and enforcement of The Milk Act and r.s.o. i970,

the regulations with respect to the quality of milk, ^- ^^

milk products or fluid milk products within Ontario

who is carrying on his duties on the day The Milk
Amendment Act, 1972 {No. 2) comes into force shall

be deemed to have been appointed in accordance

with subsection 3.

5.—(1) Subsection 1 of section 13 of the said Act is amended
Ij^l^^^^^

by striking out "Commission" in the second and third lines

and inserting in lieu thereof "Director".

(2) Subsection 2 of the said section 13 is amended by
|j^|^|>^jj

striking out "Commission" in the second line and inserting

in lieu thereof "Director".

(3) Subsection 3 of the said section 13 is amended by
1,^1^^^^^

striking out "Commission" in the first line and inserting in

lieu thereof "Director".

(4) Clause a of subsection 3 of the said section 13 is s. i3 (3) (a),

&iTT16IlQ.6Q

amended by striking out "Commission" in the first line and
inserting in lieu thereof "Director".

6.—(1) Subsection 1 of section 14 of the said Act is
iJ^J^y^^j

amended by striking out "Commission" in the second line and
inserting in lieu thereof "Director".

(2) Subsection 2 of the said section 14 is amended by|j^^^2x^

striking out "Commission" in the second line and inserting

in lieu thereof "Director".

7.— (1) Paragraph 5 of section 18 of the said Act is amended » is, par- 5,

• • f iir- ••>.• 11- << amended
by inserting after Commission in the second line or

Director".

(2) Paragraph 59 of the said section 18 is amended by
IJ^^'J^*^

^^•

inserting after "Commission" in the second line and in the

third line "or Director".

8. Section 20 of the said Act is amended by inserting s 20,

after "Commission" in the third line "or the Director".

0. Section 23 of the said Act is amended by inserting s. 23.

after "board" in the fourth line "or of any order or direction

of the Director" and by inserting after "board" in the eighth

line "or by the Director".
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8. 26 (1, 2. 4).

re-enacted

Appeal to
Commission

10.—(1) Subsections 1, 2 and 4 of section 26 of the said

Act are repealed and the following substituted therefor :

(1) Where any person considers himself aggrieved by
any order, direction or decision of the Director, he

may appeal to the Commission by serving upon the

Commission written notice of the appeal.

Idem (2) Where any person considers himself aggrieved by
any order, direction, decision or regulation of a

marketing board, he may appeal to the Commission
by serving upon the Commission written notice of

the appeal.

Notice of
appeal

8. 26 (5).

amended

(4) Upon receipt of a notice under subsection 1 or 2,

the Commission shall forthwith notify the Director

or the marketing board, as the case may be, and the

Director or the marketing board shall thereupon

forthwith provide the Commission with all relevant

by-laws, orders, directions, regulations, documents
or other materials, of any kind whatsoever, in his or its

possession.

(2) Subsection 5 of the said section 26 is amended by
striking out "or the marketing board, as the case may be"

in the first and second lines.

re-enacted^' ^^^ Subsections 6, 8, 9 and 10 of the said section 26 are

repealed and the following substituted therefor

:

Appeal to
Commission (6) The Commission shall hear and decide any appeal

under subsection 1 or 2 within thirty days after the

notice of appeal is received, but the Commission may,
at the request of the person making the appeal, or of

the Director or marketing board, adjourn the hearing

from time to time for such period or periods of time

as the Commission considers just.

Hearing of
appeal ' (8) At any hearing of an appeal,

(a) under subsection 1, the Director, either by
himself or through counsel ; or

{b) under subsection 2, the marketing board,

either by its officers, or any of them, or through

counsel.
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has the right to attend and make representations

and to adduce evidence respecting the appeal.

(9) Upon an appeal to the Commission under subsection
commission

1 or 2, the Commission may, by order, direct the on appeal

Director or the marketing board, as the case may be,

to take such action as the Director or the marketing

board is authorized to take under this Act and as

the Commission considers proper, and for this pur-

pose the Commission may substitute its opinion for

that of the Director or the marketing board.

(10) The Commission shall, within ten days after the ^^^^j^'^®
°f

hearing is completed, serve notice upon the person

making the appeal and upon the Director or the

marketing board, as the case may be, of its decision.

(4) Clause a of subsection 12 of the said section 26 is
re-enacted^'

repealed and the following substituted therefor

:

{a) where the notice is served on the Director, the Com-
mission or a marketing board, by mailing the notice

to the address of the Director, Commission or

marketing board, as the case may be, at his or its

usual business address ; or

(5) Subsection 13 of the said section 26 is amended bys-26(i3),10-1/-1- 11 amended
striking out "or a marketmg board m the hrst Ime and by
striking out "or marketing board" in the second line.

11. The said Act is further amended by adding thereto |^^26a^|6b,

the following sections

:

26a.— (1) Where any person considers himself aggrieved ^pp"'^*"^^

bv any order, direction or decision of the Commission, commission,
/ -ri- 1 • 1 1 1

^tc, for

the Director or a marketing board, he may, by reconsidera-

application in writing therefor, request the Com- order, etc.

mission or, notwithstanding subsection 1 or 2 of

section 26, the Director or marketing board, as the

case may be, to reconsider such order, direction or

decision.

(2) On any application under subsection 1, the Com- NOg]^*^**^^^"

mission, Director or marketing board, as the case etc without
, , „ . , • , • , • • hearing

may be, shall not vary or rescind its or his decision

adversely to the interests of any person without

holding a hearing to which such person is a party
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and may make such decision pursuant to such hearing

as it or he considers proper under this Act and the

regulations.

Application
to marketing
board for
reconsidera-
tion of
regulation

266.—(1) Where any person is affected by any regulation

of a marketing board, he may, notwithstanding sub-

section 2 of section 26, request the marketing board
to reconsider the regulation by serving upon the

marketing board written notice of the request.

Application
to Com-
mission for
reconsidera-
tion of
application

Opportunity
to be heard

(2) Where any person is affected by any regulation of

the Commission, he may request the Commission to

reconsider the regulation by serving upon the

Commission written notice of the request.

(3) On receipt of a notice under this section, the market-

ing board or Commission, as the case may be, shall

hold or shall afford to the person making the request

an opportunity for a hearing.

m°^t"*°°*' ^^* ^^^^ ^^^ comes into force on a day to be named by
the Lieutenant Governor by his proclamation.

Short title 13^ Xhis Act may be cited as The Milk Amendment Act,

1972 {No. 2).
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Explanatory Note

The Bill creates a new profession of denture therapists for the taking of

impressions for, fitting and making removable prosthetic dentures. This

service is at present prohibited for anyone other than a dentist, as part of the

practice of dentistry.
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BILL 246 1972

An Act to provide for the Licensing and
Practice of Denture Therapists

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. In this Act, Interpre-
' tation

(a) "Board" means the Denture Therapists Licensing

Board established under section 7

;

(6) "dental surgeon" means a member of the Royal
College of Dental Surgeons of Ontario

;

(c) "denture therapist" means a person licensed under
this Act to engage in the practice of denture therapy

;

{d) "incompetence" means the display of a lack of

knowledge, skill or judgment in the professional care

of a patient or disregard for the welfare of a patient

of a nature or to an extent that demonstrates that

the denture therapist is unfit to continue in the

practice of denture therapy

;

(e) "Minister" means the Minister of Health

;

(/) "practice of denture therapy" means,

(i) the taking of impressions or bite registrations

for the purpose of, or with a view to the

making, producing, reproducing, constructing,

furnishing, supplying, altering or repairing of

any removable prosthetic denture,

(ii) the fitting of any removable prosthetic denture,

and includes the making, producing, reproducing,
constructing, furnishing, supplying, altering and re-

pairing removable prosthetic dentures in respect of
which a service is performed under subclause i or ii;
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ig) "professional misconduct" means professional mis-

conduct as defined in the regulations;

(A) "Registrar" means the Registrar of Denture Thera-
pists appointed under section 3

;

(i) "regulations" means the regulations made under
this Act.

Son of'Act" ^' ^^^ Minister of Health is responsible for the administra-

tion of this Act.

Registrar
of Denture
Therapists

3. There shall be a Registrar of Denture Therapists who
shall be appointed by the Lieutenant Governor in Council.

5dentm-e
**— ^^^ Subject to subsection 2, no person, other than a

therapy dental surgeon or a person licensed under this Act as a denture
therapist, shall engage in or hold himself out as qualified or

entitled to engage in the practice of denture therapy.

tion'^or®"' (2) -^^y person who contravenes subsection 1 shall be deemed

aio?'
^^°' ^° ^e ^" contravention of section 21 of The Dentistry Act,

subject to subsection 4 thereof.

Issuance of
licence

5.—(1) An applicant therefor is entitled to be issued a
licence except where,

{a) the applicant does not have the educational qualifi-

cations or experience required by the regulations or

fails to pass the examinations set by the Board

;

(6) the past conduct of the applicant affords reasonable

grounds for belief that he will not carry on his practice

with integrity and honesty.

Snicence^ (2) A licence is subject to such terms and conditions as

are consented to by the appHcant, imposed by the Board or

prescribed by the regulations.

Expiry
(3j ^ licence expires one year after its issue or renewal.

6.— (1) Subject to section 8, the Registrar may refuse to

issue or renew a licence to an applicant where in the Regis-

trar's opinion the applicant is not entitled to a licence under
section 5.

or^Suon (2) Subject to section 8, the Registrar may suspend or
of licence revoke a licence

,

(a) for any reason that would disentitle the licensee

to be issued a licence under section 5 if he were an
applicant

;

Refusal to
issue
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(b) where the hcensee is in breach of a term or con-

dition of his hcence

;

(c) where the hcensee is in contravention of this Act
or the regulations or of The Dentistry Act or any RS^J- i^^o.

regulation or by-law thereunder; or

(d) where the licensee has been guilty of professional

misconduct or incompetence.

7.—(1) There shall be a board to be known as the Denture
ip^g^^^fg^s

Therapists Licensing Board composed of seven members Licensing

appointed by the Lieutenant Governor in Council, one of

whom shall be designated by the Lieutenant Governor in

Council as chairman.

(2) The Board shall be composed of three members represent-
o°B^°r(j'*°°

ing the public interest and four members who shall be appointed
from among,

(a) legally qualified medical practitioners

;

(6) dental surgeons

;

(c) denture therapists

;

{d) dental technicians registered under The Dental
f-f^-

^^^'

Technicians A ct
;

(e) dental hygienists under rA^D^w/js^ry ^d, r.s.o. 1970,

but of such four members not more than two shall be appointed

from any one category referred to in clauses a, b, c, d and e.

(3) Three members of the Board constitute a quorum, at Q^^o^um

least one of whom shall be a member appointed to represent

the public interest.

(4) Such officers and employees as are considered necessary ^^^

for the carrying out of the duties of the Board may be appointed
under The Public Service A ct. Rs^o ift^O'

c. 386

(5) The members of the Board shall be paid such remunera-
tjo^

""®''*'

tion for their services and allowances for expenses as is fixed

by the Lieutenant Governor in Council.

(6) The Board shall,
Boatd^

°^

(a) conduct the hearings and proceedings under section 8;
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(b) review the operation of this Act and the regulations

and make recommendations to the Minister thereon

;

Notice of
proposal to
refuse or
revoke

(c) set or approve examinations for the qualification of

applicants for licences

;

{d) perform such other duties as are assigned to it by
this Act or the regulations or by any other Act.

8,—(1) Where the Registrar proposes to refuse to issue

a licence or renew a licence or proposes to suspend or revoke a

licence, he shall serve notice of his proposal, together with

written reasons therefor on the applicant or licensee.

Notice
requiring
hearing:

Powers of
Reg^lstrar
where no
hearing

(2) A notice under subsection 1 shall inform the applicant

or licensee that he is entitled to a hearing by the Board if he

mails or delivers, within fifteen days after the notice under

subsection 1 is served on him, notice in writing requiring

a hearing to the Registrar and the Board, and he may so

require such a hearing.

(3) Where an applicant or licensee does not require a hearing

by the Board in accordance with subsection 2, the Registrar

may carry out the proposal stated in his notice under sub-

section 1

.

Powers of
Board (4) Where an applicant or licensee requires a hearing by

the Board in accordance with subsection 2, the Board shall

appoint a time for and hold the hearing and, on the application

of the Registrar at the hearing, may by order direct the

Registrar to carry out his proposal or refrain from carrying

out his proposal and to take such action as the Board considers

the Registrar ought to take in accordance with this Act and the

regulations, and for such purposes the Board may substitute

its opinion for that of the Registrar.

o°o?der°°* (5) The Board may attach such terms and conditions to

its order or to the licence as it considers proper to give effect

to the purposes of this Act.

of^tfrrfe°° (6) The Board may extend the time for the giving of notice

requiring a hearing by an applicant or licensee under this

section either before or after the expiration of such time where
it is satisfied that there are prima facie grounds for granting

relief to the applicant or licensee pursuant to a hearing and
that there are reasonable grounds for applying for the extension,

and the Board may give such directions as it considers proper

consequent upon the extension.
,
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(7) Where before expiry of his hcence, a licensee has applied onicenc1f^°°
for renewal of his licence and paid the prescribed fee, his pending

.
^ ^ renewal

licence shall be deemed to continue,

{a) until the renewal is granted ; or

(b) where he is served with notice that the Registrar

proposes to refuse to grant the renewal, until the

time for giving notice requiring a hearing by the

Board has expired and, where a hearing is required,

until the Board has made its decision.

9.—(1) The Registrar, the applicant or licensee who has Parties

required the hearing and such other persons as the Board
may specify are parties to proceedings before the Board
under this Act.

(2) Notice of a hearing under section 8 shall afford the hearing"^

applicant or licensee a reasonable opportunity to show or to

achieve compliance before the hearing with all lawful require-

ments for the issue or retention of the licence.

(3) An applicant or licensee who is a party to proceedings of^docmnen-^

under section 8 shall be afforded an opportunity to examine g^lgn^e
before the hearing any written or documentary evidence that

will be produced or any report the contents of which will be
given in evidence at the hearing.

(4) Members of the Board holding a hearing shall not 5^®,^.^®''^

have taken part before the hearing in any investigation or hearing

consideration of the subject-matter of the hearing and shall have taken

not communicate directly or indirectly in relation to the subject- FnvesUgation,

matter of the hearing with any person or with any party ®^°

or his representative except upon notice to and opportunity
for all parties to participate, but the Board may seek legal

advice from an adviser independent from the parties and in

such case the nature of the advice should be made known to

the parties in order that they may make submissions as to the
law.

(5) The oral evidence taken before the Board at a hearing ofevidence
shall be recorded and, if so required, copies or a transcript

thereof shall be furnished upon the same terms as in the

Supreme Court.

(6) The findings of fact of the Board pursuant to a hearing
of°fct*^^

shall be based exclusively on evidence admissible or matters
that may be noticed under sections 15 and 16 of The Statutory i97i.c.47

Powers Procedure Act, 1971.

246



Only
members at
hearing: to
participate
in decision

(7) No member of the Board shall participate in a decision

of the Board pursuant to a hearing unless he was present

throughout the hearing and heard the evidence and argument
of the parties and, except with the consent of the parties,

no decision of the Board shall be given unless all members
so present participate in the decision.

documentary (^) Documents and things put in evidence at the hearing
evidence shall, upon the request of the person who produced them,

be released to him by the Board within a reasonable time

after the matter in issue has been finally determined.

Appeal to
court

10.— (1) Any party to the hearing before the Board may
appeal from the decision of the Board to the Supreme Court

in accordance with the rules of court.

Minister
entitled to
be heard

(2) The Minister is entitled to be heard by counsel or otherwise

upon the argument of an appeal under this section.

Record to
be filed
in court

(3) The Board shall certify to the Registrar of the Supreme
Court the record of the proceedings before the Board which,

together with a transcript of the evidence before the Board,

if it is not part of the Board's record, shall constitute the

record in the appeal.

Powers of
court on
appeal

(4) An appeal under this section may be made on questions

of law or fact or both and the court may confirm or alter the

decision of the Board or direct the Registrar to do any act

he is authorized to do under this Act or may refer the matter

back to the Board for reconsideration by the Board as the

court considers proper and the court may substitute its opinion

for that of the Registrar or the Board.

Effect of
decision of
Board
pending
alsposal
of appeal

(5) Notwithstanding that an applicant or licensee has

appealed under this section from a decision of the Board,
unless the Board otherwise directs, the decision of the Board
is effective until the appeal is disposed of.

Service of
notice 11.—(1) Except where otherwise provided, any notice

required by this Act to be served may be served personally

or by registered mail addressed to the person to whom
notice is to be given at his latest known address and, where
notice is served by registered mail, the service shall be deemed
to have been made on the third day after the day of mailing
unless the person to whom notice is given establishes that he
did not, acting in good faith, through absence, accident, illness

or other cause beyond his control receive the notice until a later

date.
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(2) Notwithstanding subsection 1 , the Board may order wem

any other method of service in respect of any matter before

the Board.

12. No action or other proceeding for damages shall be
f™^^"/^'^

instituted against the Registrar, the Board or any member liability

of the Board or anyone acting under the authority of such

Registrar, Board or member, for any act done in good faith

in the execution or intended execution of his duty or for

any alleged neglect or default in the execution in good faith

of his duty.

13. No licensed denture therapist is liable to any action limitation

for negligence or malpractice, by reason of professional mencing

services requested or rendered, unless such action is com-

menced within two years from the date when, in the matter

complained of, such professional services terminated.

14.—(1) No person shall use the title of or describe himself J:^||jj^^^*j^*^^„

as a "denturist" or by any title or description that contains

the word "denturist "

.

(2) No person who is not licensed under this Act shall hold U|e^onitie

himself out as being engaged in or qualified to engage in the therapist"

practice of denture therapy or use, or describe himself, or

permit himself to be described as a denture therapist.

15.— (1) No denture therapist shall practice denture ^*ctice

therapy on a patient except in the office of a dental surgeon supen^sion

or dental clinic and under the direct supervision of a dental surgeon

surgeon.

(2) Every dental surgeon who uses the services of a denture ^^^4°^

therapist shall personally supervise the work of the denture surgeon

therapist on a patient and shall inform himself of all aspects

of the progress of the work.

(3) No licensed denture therapist shall perform any act in^j^^g°^^

the practice of dentistry except within the scope of the of practice

practice of denture therapy performed in the manner required

by this Act.

(4) No denture therapist shall be registered as a dental j^®^^^"

technician under The Dental Technicians Act.
mo^c^of'^*

16.— (1) Every person who,

(a) knowingly, furnishes false information in any appli-

cation under this Act or in any statement or return

required to be furnished under this Act or the

regulations ; or
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Limitation

(6) contravenes any provision of this Act or the

regulations,

is guilty of an offence and on summary conviction is liable

to a fine of not more than $2,000 or to imprisonment for a

term of not more than one year, or to both.

(2) No proceeding under clause a of subsection 1 shall be

commenced more than one year after the facts upon which
the proceeding is based first came to the knowledge of the

Registrar.

Idem (3) No proceeding under clause h of subsection 1 shall be

commenced more than two years after the time when the

subject-matter of the proceeding arose.

Certificate 17. A statement as to,
as evidence

{a) the licensing or non-licensing of any person

;

[h) the filing or non-filing of any document or material

required or permitted to be filed with the Registrar

;

(c) the time when the facts upon which proceedings

are based first came to the knowledge of the Registrar

;

or

{d) any other matter pertaining to such licensing, non-

licensing, filing or non-filing,

purporting to be certified by the registrar is, without proof

of the office or signature of the Registrar, receivable in evidence

as prima facie proof of the facts stated therein for all purposes

in any action, proceeding or prosecution.

Regulations ig^ jhe Lieutenant Governor in Council may make
regulations,

(a) governing the manner in which denture therapists

conduct their practice and business affairs

;

{b) defining professional misconduct and incompetence;

(c) prescribing the manner in which denture therapists

may describe themselves and their practice and pro-

hibiting the use of such descriptions in connection
with any other person or activity;

{d) governing applications for and issuing of licences

to engage in the practice of denture therapy and
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renewals thereof and prescribing terms and conditions

of licences

;

{e) requiring the payment of fees on applications for

licences and renewals and for the taking of examina-
tions and prescribing the amounts thereof

;

(/) prescribing the qualifications of applicants for licences

and renewals and providing for the holding of oral

and written examinations set or approved by the

Board

;

(g) prescribing procedures that may be performed as

incidental to the practice of denture therapy;

(h) requiring licensed denture therapists to make returns

and furnish information to the Registrar

;

{i) requiring any information required to be furnished

or contained in any form or return to be verified by
affidavit

;

(j) prescribing forms for the purposes of this Act and
providing for their use

;

(k) prescribing further procedures respecting matters

coming before the Board

;

(/) assigning additional duties to the Board.

19. The moneys required for the administration of this^^o^^y^

Act shall, until the 31st day of March, 1973, be paid out

of the Consolidated Revenue Fund and thereafter shall be

paid out of the moneys appropriated therefor by the

Legislature.

20. This Act comes into force on a day to be named byj^°^^®°c®-

the Lieutenant Governor by his proclamation.

21. This Act may be cited as The Denture Therapists /Id, short title

1972.
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Explanatory Note

The Bill creates a new profession of denture therapists for the taking of

impressions for, fitting and making removable prosthetic dentures. This

service is at present prohibited for anyone other than a dentist, as part of the

practice of dentistry.
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BILL 246 1972

An Act to provide for the Licensing and
Practice of Denture Therapists

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. In this Act, interpre-
tation

(a) "Board" means the Denture Therapists Licensing

Board established under section 7

;

(b) "dental surgeon" means a member of the Royal

College of Dental Surgeons of Ontario

;

(c) "denture therapist" means a person Hcensed under

this Act to engage in the practice of denture therapy

;

{(i) "incompetence" means the display of a lack of

knowledge, skill or judgment in the professional care

Ola patient or disregard for the welfare of a patient

ft a nature or to an extent that demonstrates that

tite denture therapist is unfit to continue in the

] lactice of denture therapy

;

( ^ Minister" means the Minister of Health

;

(; ;
practice of denture therapy" means,

(i) the taking of impressions or bite registrations

for the purpose of, or with a view to the

making, producing, reproducing, constructing,

furnishing, supplying, altering or repairing of

any removable prosthetic denture,

(ii) the fitting of any removable prosthetic denture,

and

(iii) the making, producing, reproducing, con-

struding, furnishing, supplying, altering and
repairing removable prosthetic dentures in

respect of which a service is performed under
subclause i or ii

;
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(g) "professional misconduct" means professional mis-

conduct as defined in the regulations

;

{h) "Registrar" means the Registrar of Denture Thera-

pists appointed under section 3

;

(i) "regulations" means the regulations made under

this Act.

uon^of Act ^* ^^^ Minister of Health is responsible for the administra-

tion of this Act. . « , . .

3. There shall be a Registrar of Denture Therapists who
Therapists shall be appointed by the Lieutenant Governor in Council.

Registrar
of Dei

Practice 4,—(1) Subject to subsection 2, no person, other than a

therapy dental surgeon or a person licensed under this Act as a denture

therapist, shall engage in or hold himself out as qualified or

entitled to engage in the practice of denture therapy.

^jOntraven- (2) Any person who contravenes subsection 1 shall be deemed

f'm
^^^°' ^^ ^^ ^^ contravention of section 21 of The Dentistry Act,

subject to subsection 4 thereof.

Issuance of
licence

5.— (1) An applicant therefor is entitled to be issued a

licence by the Registrar except where.

{a) the applicant does not have the educational qualifi-

cations or experience required by the regulations or

fails to pass the examinations set by the Board

;

{b) the past conduct of the applicant affords reasonable

grounds for belief that he will not carry on his practice

with integrity and honesty.

oMicence^ (2) A licence is subject to such terms and conditions as

are consented to by the applicant, imposed by the Board or

prescribed by the regulations.

Expiry
^3^ ^ licence expires one year after its issue or renewal.

6.—(1) Subject to section 8, the Registrar may refuse to

issue or renew a licence to an applicant where in the Regis-

trar's opinion the applicant is not entitled to a licence under

section 5.

o^re^oSa°on (2) Subject to section 8, the Registrar may suspend or
of licence revoke a licence,

(a) for any reason that would disentitle the licensee

to be issued a licence under section 5 if he were an

applicant

;

Refusal to
issue
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(b) where the Hcensee is in breach of a term or con-

dition of his hcence

;

{c) where the hcensee is in contravention of this Act
or the regulations or of The Dentistry Act or any RS^- i^'o.

regulation or by-law thereunder; or

(d) where the licensee has been guilty of professional

misconduct or incompetence

.

7.— (1) There shall be a board to be known as the Denture S?°ture
^ ' Therapists

Licensing
Board

Therapists Licensing Board composed of members appointed

by the Lieutenant Governor in Council, one of whom shall

be designated by the Lieutenant Governor in Council as

chairman.

(2) The Board shall be composed of, Jf^BTrd"""

(a) four members representing the public interest

;

(b) one dental surgeon

;

(c) two denture therapists who shall be appointed as

soon as practicable after the coming into force of this

Act;

(d) one dental technician registered under The Dental ff^-
^^^'

Technicians Act;

{e) one dental hygienist under The Dentistry Act. "^^B ^fos'
^^^'

(3) Five members of the Board constitute a quorum, at Quorum

least one of whom shall be a member appointed to represent

the public interest..

(4) Such officers and employees as are considered necessary staff

for the carrying out of the duties of the Board may be appointed

under The Public Service Act. f;%f
^^'O-

(5) The members of the Board shall be paid such remunera- ^q^""®'"*'

tion for their services and allowances for expenses as is fixed

by the Lieutenant Governor in Council.

(6) The Board shall, BoaM
°^

(a) conduct the hearings and proceedings under section 8;
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(b) review the operation of this Act and the regulations

and make recommendations to the Minister thereon

;

(c) set or approve examinations for the quahfication of

appHcants for licences;

(d) perform such other duties as are assigned to it by
this Act or the regulitions or by any other Act.

?ropo8a°^to ^'—(^) Where the Registrar proposes to refuse to issue

rev"1f
°' ^ licence or renew a licence or proposes to suspend or revoke a

licence, he shall serve notice of his proposal, together with
written reasons therefoi en the applicant or licensee.

Notice
requiring
taearingr

(2) A notice under -ubsection 1 shall inform the applicant

or licensee that he is n titled to a hearing by the Board if he
mails or delivers, wit Inn fifteen days after the notice under
subsection 1 is serve 1 on him, notice in writing requiring

a hearing to the Registrar and the Board, nnd he may so

require such a hearing

Powers of
Registrar
where no
hearing

(3) Where an applic int or licensee does not require a hearing

by the Board in accordance with subsection 2, the Registrar

may carry out the pioposal stated in his notice under sub-

section 1.

Powers of
Board (4) Wh* re an applicant or licensee requires a hearing by

the Board in accordance with subsection 2, the Board shall

appoint a time for and hold the hearing and, on the application

of the Registrar at the hearing, may by order direct the
Registrar to carry out his proposal or refrain from carrying

out his proposal and to take such action as the Board considers

the Registrar ought to take in accordance \^ ith this Act and the
regulations, and for such purposes the Boird may substitute

its opinion for that of the Registrar.

of order*'** (^) ^^^ Board may attach such terms and conditions to

its order or to the licence as it considers proper to give effect

to the purposes of this Act.

of^t?n^s'° ^^) ^^^ Board may extend the time for the giving of notice

requiring a hearing by an applicant or licensee under this

section either before or after the expiration of such time where
it is satisfied that there are prima facie grounds for granting

relief to the applicant or licensee pursuant to a heanng and
that there are reasonable grounds for applying for the extension,

and the Board may give such directions as it considers proper

consequent upon the extension.
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(7) Where before expiry of his hcence, a hcensee has appHed
onicence*^*°°

for renewal of his hcence and paid the prescribed fee, hispendinff
.

^ ^ renewal
hcence shall be deemed to continue,

(a) until the renewal is granted ; or

{b) where he is served with notice that the Registrar

proposes to refuse to grant the renewal, until the

time for giving notice requiring a hearing by the

Board has expired and, where a hearing is required,

until the Board has made its decision.

9.— (1) The Registrar, the applicant or licensee who has Parties

required the hearing and such other persons as the Board
may specify are parties to proceedings before the Board
under this Act.

(2) Notice of a hearing under section 8 shall afford the hearing"^

applicant or licensee a reasonable opportunity to show or to

achieve compliance before the hearing with all lawful require-

ments for the issue or retention of the licence.

(3) An applicant or licensee who is a party to proceedings of^documen"
under section 8 shall be afforded an opportunity to examine ^Jence
before the heaiing any written or documentary evidence that

will be produced or any report the contents of which will be

given in evidence at the hearing.

(4) Members of the Board holding a hearing shall not Members
, , , f , , .

.°
. ° . . holding

have taken part before the hearing in any investigation or hearing

consideration of the subject-matter of the hearing and shall have taken

not communicate directly or indirectly in relation to the subject fnvesUgation,

matter of the hearing with any person or with any party ®*''^-

or his representative except upon notice to and opportunity

for all parties to participate, but the Board may seek legal

advice from an adviser independent from the parties and in

such case the nature of the advice should be made known to

the parties in order that they may make submissions as to the

law.

(5) The oral evidence taken before the Board at a hearing ^f®e?idence

shall be recorded and, if so required, copies or a transcript

thereof shall be furnished upon the same terms as in the

Supreme Court.

(6) The findings of fact of the Board pursuant to a hearing 0/"^*?^

shall be based exclusively on evidence admissible or matters

that may be noticed under sections 15 and 16 of The Statutory is'i.c. 47

Powers Procedure Act, J 971

.
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Only
members at
bearing to
participate
in decision

(7) No member of the Board shall participate in a decision

of the Board pursuant to a hearing unless he was present

throughout the hearing and heard the evidence and argument
of the parties and, except with the consent of the parties,

no decision of the Board shall be given unless all members
so present participate in the decision.

documen*tary (^) Documents and things put in evidence at the hearing
evidence shall, Upon the request of the person who produced them,

be released to him by the Board within a reasonable time
after the matter in issue has been finally determined.

Appeal to
court

lO.—(1) Any party to the hearing before the Board may
appeal from the decision of the Board to the Supreme Court

in accordance with the rules of court.

Minister
entitled to
be beard

(2) The Minister is entitled to be heard by counsel or otherwise

upon the argument of an appeal under this section.

Record to
be filed
in court

(3) The Board shall certify to the Registrar of the Supreme
Court the record of the proceedings before the Board which,

together with a transcript of the evidence before the Board,
if it is not part of the Board's record, shall constitute the

record in the appeal.

Powers of
court on
appeal

(4) An appeal under this section may be made on questions

of law or fact or both and the court may confirm or alter the

decision of the Board or direct the Registrar to do any act

he is authorized to do under this Act or may refer the matter
back to the Board for reconsideration by the Board as the

court considers proper and the court may substitute its opinion

for that of the Registrar or the Board.

Effect of
decision of
Board
pending
disposal
of appeal

(5) Notwithstanding that an applicant or licensee has
appealed under this section from a decision of the Board,
unless the Board otherwise directs, the decision of the Board
is effective until the appeal is disposed of.

Service of
notice 11.— (1) Except where otherwise provided, any notice

required by this Act to be served may be served personally
or by registered mail addressed to the person to whom
notice is to be given at his latest known address and, where
notice is served by registered mail, the service shall be deemed
to have been made on the third day after the day of mailing
unless the person to whom notice is given establishes that he
did not, acting in good faith, through absence, accident, illness

or other cause beyond his control receive the notice until a later

date.
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(2) Notwithstanding subsection 1 , the Board may order wem

any other method of service in respect of any matter before

the Board.

12. No action or other proceeding for damages shall be
fj;^51|^"c1\^f

instituted against the Registrar, the Board or any member liability

of the Board or anyone acting under the authority of such

Registrar, Board or member, for any act done in good faith

in the execution or intended execution of his duty or for

any alleged neglect or default in the execution in good faith

of his duty.

13. No licensed denture therapist is liable to any action Limitation
for com-

for negligence or malpractice, by reason of professional mencing
, J J J , i_ i- • actions

services requested or rendered, unless such action is com-
menced within two years from the date when, in the matter
complained of, such professional services terminated.

14. No person who is not licensed under this Act shall holduse^ofwtie

himself out as being engaged in or qualified to engage in the therapist"

practice of denture therapy or use or describe himself, or

permit himself to be described as a denture therapist.

15.— (1) No denture therapist shall practise intra-oral .^^H^r^*^"

procedures of denture therapy on a patient except in fhe supervi^^ion

office of a dental surgeon or dental clinic and under the direct surgeon

supervision of a dental surgeon.

(2) Every dental surgeon who uses the services of a denture
J^^ta?^

therapist shall personally supervise the work of the denture surgeon

therapist on a patient and shall inform himself of all aspects

of the progress of the work.

(3) No licensed denture therapist shall perform any act in^j^g\°^pg

the practice of dentistry except within the scope of the of Practice

practice of denture therapy performed in the manner required

by this Act.

16.— (1) Every person who, offences

{a) knowingly, furnishes false information in any appli-

cation under this Act or in any statement or return

required to be furnished under this Act or the

regulations ; or
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Limitation

(b) contravenes any provision of this Act or the

regulations,

is guilty of an offence and on summary conviction is liable

to a fine of not more than $2,000 or to imprisonment for a

term of not more than six months, or to both.

(2) No proceeding under clause a of subsection 1 shall be

commenced more than one year after the facts upon which

the proceeding is based first came to the knowledge of the

Registrar.

Idem
(3) No proceeding under clause b of subsection 1 shall be

commenced more than two years after the time when the

subject-matter of the proceeding arose.

Certificate 1 7. A Statement as to,
as evidence

(a) the licensing or non-licensing of any person

;

{b) the filing or non-filing of any document or material

required or permitted to be filed with the Registrar

;

(c) the time when the facts upon which proceedings

are based first came to the knowledge of the Registrar

;

or

{d) any other matter pertaining to such licensing, non-

licensing, filing or non-filing,

purporting to be certified by the registrar is, without proof

of the office or signature of the Registrar, receivable in evidence

as prima facie proof of the facts stated therein for all purposes

in any action, proceeding or prosecution.

Regulations fg^ fhe Lieutenant Governor in Council may make
regulations,

(a) governing the manner in which denture therapists

conduct their practice and business affairs

;

(6) defining professional misconduct

;

(c) prescribing the manner in which denture therapists

may describe themselves and their practice and pro-

hibiting the use of such descriptions in connection
with any other person or activity;

(d) governing applications for and issuing of licences

to engage in the practice of denture therapy and
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renewals thereof and prescribing terms and conditions

of licences

;

{e) requiring the payment of fees on applications for

licences and renewals and for the taking of examina-
tions and prescribing the amounts thereof

;

(/) prescribing the qualifications of applicants for Hcences
and renewals and providing for the holding of oral

and written examinations set or approved by the

Board

;

{g) prescribing procedures that may be performed as

incidental to the practice of denture therapy

;

{h) requiring hcensed denture therapists to make returns
and furnish information to the Registrar

;

(i) requiring any information required to be furnished

or contained in any form or return to be verified by
affidavit

;

(j) prescribing forms for the purposes of this Act and
providing for their use

;

{k) prescribing further procedures respecting matters

coming before the Board

;

(/) assigning additional duties to the Board.

{I) assigning additional duties to the Board

;

(w) defining the term commercial dental laboratory and
prohibiting a denture therapist from having any
proprietary interest therein.

1 9. The moneys required for the administration of this Moneys

Act shall, until the 31st day of March, 1973, be paid out

of the Consolidated Revenue Fund and thereafter shall be

paid out of the moneys appropriated therefor by the

Legislature.

20. This Act comes into force on a day to be named by^°^^«°<'«-

the Lieutenant Governor by his proclamation.

21. This Act may be cited as The Denture Therapists ^c<, short title

1972.

246



LO



BILL 246

2nd Session, 29th Legislature, Ontario
21 Elizabeth II. 1972

An Act to provide for the Licensing and
Practice of Denture Therapists

The Hon. R. T. Potter
Minister of Health

TORONTO
Printed and Published by The Queen's Printer and Publisher





BILL 246 1972

An Act to provide for the Licensing and
Practice of Denture Therapists

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. In this Act, Interpre-
' tation

(a) "Board" means the Denture Therapists Licensing

Board established under section 7

;

(6) "dental surgeon" means a member of the Royal

College of Dental Surgeons of Ontario

;

(c) "denture therapist" means a person licensed under

this Act to engage in the practice of denture therapy

;

{d) "incompetence" means the display of a lack of

knowledge, skill or judgment in the professional care

of a patient or disregard for the welfare of a patient

of a nature or to an extent that demonstrates that

the denture therapist is unfit to continue in the

practice of denture therapy

;

(e) "Minister" means the Minister of Health

;

(/) "practice of denture therapy" means,

(i) the taking of impressions or bite registrations

for the purpose of, or with a view to the

making, producing, reproducing, constructing,

furnishing, supplying, altering or repairing of

any removable prosthetic denture,

(ii) the fitting of any removable prosthetic denture,

and

(ill) the making, producing, reproducing, con-

structing, furnishing, supplying, altering and
repairing removable prosthetic dentures in

respect of which a service is performed under
subclause i or ii

;
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ig) "professional misconduct" means professional mis-

conduct as defined in the regulations

;

(h) "Registrar" means the Registrar of Denture Thera-

pists appointed under section 3

;

{i) "regulations" means the regulations made under

this Act.

Administra-
tion of Act

2. The Minister of Health is responsible for the administra-

tion of this Act.

Registrar
of Denture
Therapists

3. There shall be a Registrar of Denture Therapists who
shall be appointed by the Lieutenant Governor in Council.

Practice 4,—(1) Subject to subsection 2, no person, other than a
of denture

,
. ^ ' •

,. ,,,* ,

therapy dental surgeon or a person licensed under this Act as a denture

therapist, shall engage in or hold himself out as qualified or

entitled to engage in the practice of denture therapy.

tion*^of^^° (2) Any person who contravenes subsection 1 shall be deemed

c^ 108
^^^' ^^ ^^ ^^ contravention of section 21 of The Dentistry Act,

subject to subsection 4 thereof.

Issuance of
licence

5.—(1) An applicant therefor is entitled to be issued a

licence by the Registrar except where.

(a) the applicant does not have the educational qualifi-

cations or experience required by the regulations or

fails to pass the examinations set by the Board

;

(6) the past conduct of the applicant affords reasonable

grounds for belief that he will not carry on his practice

with integrity and honesty.

officence^ (2) A licence is subject to such terms and conditions as

are consented to by the applicant, imposed by the Board or

prescribed by the regulations.

Expiry p^ ^ licence expires one year after its issue or renewal.

6.— (1) Subject to section 8, the Registrar may refuse to

issue or renew a licence to an applicant where in the Regis-

trar's opinion the apphcant is not entitled to a licence under

section 5.

ori-e^ScaUon (2) Subject to section 8, the Registrar may suspend or
of licence revoke a licence,

(a) for any reason that would disentitle the licensee

to be issued a licence under section 5 if he were an

applicant

;

Refusal to
issue
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(6) where the licensee is in breach of a term or con-

dition of his Hcence

;

(c) where the hcensee is in contravention of this Act

or the regulations or of The Dentistry A ct or any
^f^^-

^^''^•

regulation or by-law thereunder; or

{d) where the licensee has been guilty of professional

misconduct or incompetence.

7.—(1) There shall be a board to be known as the Denture i^®°*^^^

Therapists Licensing Board composed of members appointed Licensing

by the Lieutenant Governor in Council, one of whom shall

be designated by the Lieutenant Governor in Council as

chairman.

(2) The Board shall be composed of, Sf'soCi"""

{a) four members representing the public interest

;

[h) one dental surgeon

;

(c) two denture therapists who shall be appointed as

soon as practicable after the coming into force of this

Act;

{d) one dental technician registered under The Dental
^f^-

^^'^°'

Technicians Act;

(e) one dental hygienist under The Dentistry Act. ^foe
^^'°'

(3) Five members of the Board constitute a quorum, atQ^o*""™

least one of whom shall be a member appointed to represent

the public interest.

(4) Such officers and employees as are considered necessary stair

for the carrying out of the duties of the Board may be appointed

under The Public Service Act. J-^-
^^''°'

(5) The members of the Board shall be paid such remunera-
fio^""®'"*'

tion for their services and allowances for expenses as is fixed

by the Lieutenant Governor in Council.

(6) The Board shall. BoaM
°^

(a) conduct the hearings and proceedings under section 8;
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(6) review the operation of this Act and the regulations

and make recommendations to the Minister thereon

;

Notice of
proposal to
refuse or
revoke

(c) set or approve examinations for the quahfication of

appHcants for Hcences

;

{d) perform such other duties as are assigned to it by
this Act or the regulations or by any other Act.

8.—(1) Where the Registrar proposes to refuse to issue

a Hcence or renew a hcence or proposes to suspend or revoke a

Ucence, he shall serve notice of his proposal, together with

written reasons therefor on the applicant or licensee.

Notice
requiring
hearing

Powers of
Registrar
where no
hearing

(2) A notice under subsection 1 shall inform the applicant

or licensee that he is entitled to a hearing by the Board if he

mails or delivers, within fifteen days after the notice under

subsection 1 is served on him, notice in writing requiring

a hearing to the Registrar and the Board, and he may so

require such a hearing.

(3) Where an applicant or licensee does not require a hearing

by the Board in accordance with subsection 2, the Registrar

may carry out the proposal stated in his notice under sub-

section 1.

Powers of
Board (4) Where an applicant or licensee requires a hearing by

the Board in accordance with subsection 2, the Board shall

appoint a time for and hold the hearing and, on the application

of the Registrar at the hearing, may by order direct the

Registrar to carry out his proposal or refrain from carrying

out his proposal and to take such action as the Board considers

the Registrar ought to take in accordance with this Act and the

regulations, and for such purposes the Board may substitute

its opinion for that of the Registrar.

of orde°°^ (5) The Board may attach such terms and conditions to

its order or to the licence as it considers proper to give effect

to the purposes of this Act.

of^umes*" (^) ^^^ Board may extend the time for the giving of notice

requiring a hearing by an apphcant or licensee under this

section either before or after the expiration of such time where
it is satisfied that there are prima facie grounds for granting

relief to the applicant or licensee pursuant to a hearing and
that there are reasonable grounds for applying for the extension,

and the Board may give such directions as it considers proper

consequent upon the extension.
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(7) Where before expiry of his hcence, a Hcensee has appHed
of°iicenc^*^°°

for renewal of his hcence and paid the prescribed fee, his pending
^ ^ renewal

hcence shah be deemed to continue,

(a) until the renewal is granted ; or

(6) where he is served with notice that the Registrar

proposes to refuse to grant the renewal, until the

time for giving notice requiring a hearing by the

Board has expired and, where a hearing is required,

until the Board has made its decision.

9.— (1) The Registrar, the applicant or licensee who has Parties

required the hearing and such other persons as the Board
may specify are parties to proceedings before the Board
under this Act.

(2) Notice of a hearing under section 8 shall afford the hearing"^

applicant or licensee a reasonable opportunity to show or to

achieve compliance before the hearing with all lawful require-

ments for the issue or retention of the licence.

(3) An applicant or licensee who is a party to proceedings ofdScumen-"

under section 8 shall be afforded an opportunity to examine
e^iJence

before the hearing any written or documentary evidence that

will be produced or any report the contents of which will be

given in evidence at the hearing.

(4) Members of the Board holding a hearing shall not Members

have taken part before the hearing in any investigation or hearing

consideration of the subject-matter of the hearing and shall have taken

not communicate directly or indirectly in relation to the subject- fnvesUgation,

matter of the hearing with any person or with any party ^^'^

or his representative except upon notice to and opportunity

for all parties to participate, but the Board may seek legal

advice from an adviser independent from the parties and in

such case the nature of the advice should be made known to

the parties in order that they may make submissions as to the

law.

(5) The oral evidence taken before the Board at a hearing ^f^evfdence

shall be recorded and, if so required, copies or a transcript

thereof shall be furnished upon the same terms as in the

Supreme Court.

(6) The findings of fact of the Board pursuant to a hearing of"fct^
shall be based exclusively on evidence admissible or matters

that may be noticed under sections 15 and 16 of The Statutory i97i. c. 47

Powers Procedure Act. 1971

.
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Only
membera at
hearing to
participate
in decision

(7) No member of the Board shall participate in a decision

of the Board pursuant to a hearing unless he was present

throughout the hearing and heard the evidence and argument

of the parties and, except with the consent of the parties,

no decision of the Board shall be given unless all members
so present participate in the decision.

documen°tary (^^ Documents and things put in evidence at the hearing
evidence shall, upon the request of the person who produced them,

be released to him by the Board within a reasonable time

after the matter in issue has been finally determined.

Appeal to
court

10.—(1) Any party to the hearing before the Board may
appeal from the decision of the Board to the Supreme Court

in accordance with the rules of court.

Minister
entitled to
be heard

(2) The Minister is entitled to be heard by counsel or otherwise

upon the argument of an appeal under this section.

Record to
be filed
in court

(3) The Board shall certify to the Registrar of the Supreme
Court the record of the proceedings before the Board which,

together with a transcript of the evidence before the Board,

if it is not part of the Board's record, shall constitute the

record in the appeal.

Powers of
court on
appeal

(4) An appeal under this section may be made on questions

of law or fact or both and the court may confirm or alter the

decision of the Board or direct the Registrar to do any act

he is authorized to do under this Act or may refer the matter

back to the Board for reconsideration by the Board as the

court considers proper and the court may substitute its opinion

for that of the Registrar or the Board.

Effect of
decision of
Board
pending
disposal
of appeal

(5) Notwithstanding that an appHcant or licensee has

appealed under this section from a decision of the Board,

unless the Board otherwise directs, the decision of the Board
is effective until the appeal is disposed of.

Service of
notice 11.— (1) Except where otherwise provided, any notice

required by this Act to be served may be served personally

or by registered mail addressed to the person to whom
notice is to be given at his latest known address and, where
notice is served by registered mail, the service shall be deemed
to have been made on the third day after the day of mailing

unless the person to whom notice is given establishes that he
did not, acting in good faith, through absence, accident, illness

or other cause beyond his control receive the notice until a later

date.
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(2) Notwithstanding subsection 1 , the Board may order idem

any other method of service in respect of any matter before

the Board.

12. No^ action or other proceeding for damages shall be
[^^"^^J^y

instituted against the Registrar, the Board or any member liability

of the Board or anyone acting under the authority of such

Registrar, Board or member, for any act done in good faith

in the execution or intended execution of his duty or for

any alleged neglect or default in the execution in good faith

of his duty.

13. No licensed denture therapist is liable to any action Limitation
for com-

for negligence or malpractice, by reason of professional mencing
, J J J 1 1. -• actions

services requested or rendered, unless such action is com-
menced within two years from the date when, in the matter
complained of, such professional services terminated.

14. No person who is not licensed under this Act shall holdu^jj^^^'p^^^®

himself out as being engaged in or qualified to engage in the therapist"

practice of denture therapy or use or describe himself, or

permit himself to be described as a denture therapist.

15.— (1) No denture therapist shall practise intra-oral ^^Jer^^*

procedures of denture therapy on a patient except in the supervision

office of a dental surgeon or dental clinic and under the direct surgeon

supervision of a dental surgeon.

(2) Every dental surgeon who uses the services of a denture J^n^f^
therapist shall personally supervise the work of the denture surgeon

therapist on a patient and shall inform himself of all aspects

of the progress of the work.

(3) No licensed denture therapist shall perform any act in^i^^^^^pg

the practice of dentistry except within the scope of the of Practice

practice of denture therapy performed in the manner required

by this Act.

16.—(1) Every person who, offences

(a) knowingly, furnishes false information in any appli-

cation under this Act or in any statement or return

required to be furnished under this Act or the

regulations ; or
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8

Limitation

Idem

Certificate
as evidence

(6) contravenes any provision of this Act or the
regulations,

is guilty of an offence and on summary conviction is liable

to a fine of not more than $2,000 or to imprisonment for a
term of not more than six months, or to both.

(2) No proceeding under clause a of subsection 1 shall be
commenced more than one year after the facts upon which
the proceeding is based first came to the knowledge of the
Registrar.

(3) No proceeding under clause b of subsection 1 shall be
commenced more than two years after the time when the

subject-matter of the proceeding arose.

1 7. A statement as to,

(a) the licensing or non-licensing of any person

;

{b) the filing or non-filing of any document or material
required or permitted to be filed with the Registrar

;

(c) the time when the facts upon which proceedings
are based first came to the knowledge of the Registrar

;

or

(d) any other matter pertaining to such licensing, non-
licensing, filing or non-filing,

purporting to be certified by the registrar is, without proof
of the office or signature of the Registrar, receivable in evidence
as prima facie proof of the facts stated therein for all purposes
in any action, proceeding or prosecution.

Regulations i^ fhe Lieutenant Governor in Council may make
regulations,

(a) governing the manner in which denture therapists
conduct their practice and business affairs

;

{b) defining professional misconduct

;

(c) prescribing the manner in which denture therapists

may describe themselves and their practice and pro-
hibiting the use of such descriptions in connection
with any other person or activity;

{d) governing applications for and issuing of licences

to engage in the practice of denture therapy and
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renewals thereof and prescribing terms and conditions

of licences

;

(e) requiring the payment of fees on applications for

licences and renewals and for the taking of examina-

tions and prescribing the amounts thereof

;

(/) prescribing the qualifications of applicants for licences

and renewals and providing for the holding of oral

and written examinations set or approved by the

Board

;

(g) prescribing procedures that may be performed as

incidental to the practice of denture therapy;

{h) requiring licensed denture therapists to make returns

and furnish information to the Registrar

;

(i) requiring any information required to be furnished

or contained in any form or return to be verified by
affidavit

;

{j) prescribing forms for the purposes of this Act and

providing for their use

;

(k) prescribing further procedures respecting matters

coming before the Board

;

(/) assigning additional duties to the Board

;

(w) defining the term commercial dental laboratory and
prohibiting a denture therapist from having any
proprietary interest therein.

19. The moneys required for the administration of this**oi^«y»

Act shall, until the 31st day of March, 1973, be paid out

of the Consolidated Revenue Fund and thereafter shall be

paid out of the moneys appropriated therefor by the

Legislature.

20. This Act comes into force on a day to be named by^o^^®°^®-

the Lieutenant Governor by his proclamation.

21. This Act may be cited as The Denture Therapists /Id.short tiue

1972.
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Explanatory Notes

Section 1. The amendment ensures the continuance of entitlement

under the Ontario Municipal Employees Retirement System supplementary

plan to employees of the Waterloo Public Utilities Commission who are

engaged by the Regional Corporation or other area municipalities in the

Regional amalgamation process.

Section 2. The amendment extends to the Region the authority con-

tained in paragraph 129 of subsection 1 of section 354 of The Municipal Act

in order that the Regional Corporation can control everything that goes

into every sewer that ultimately empties into a regional sewer, either directly

or indirectly. Otherwise, while the Region can control what it will accept
into regional sewers it cannot control what goes into area sewers and the

surcharge stays local rather than becoming Regional.

Section 3. The inclusion of the reference to section 246 of The

Municipal Act makes clear that any power to licence any trade, business

or occupation given to the Regional Corporation includes the power to pro-

hibit the carrying on of such business.
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An Act to amend
The Regional Municipality of Waterloo Act, 1972

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Section 27 of The Regional Municipality of ^^^^^^^^
IVnended

Act, 1972, being chapter 105 of the Statutes of Ontario, 1972,

is amended by adding thereto the following subsection

:

(9a) Where the Regional Corporation or an area munici- ^°^g^^®"^®°'^

pality employs a person heretofore employed by the o.m.e.r.s.

Waterloo Public Utilities Commission, such person

shall be deemed to remain an employee of the

Waterloo Public Utilities Commission for the purpose

of entitlement under the Ontario Municipal Em-
ployees Retirement System supplementary plan as

established for the Waterloo Public Utilities Com-
mission.

2. Section 56 of the said Act is amended by adding thereto s- 56.,,,,.,. JO amended
the followmg subsection

:

(2) The Regional Council has all the authority and^'*®'"

powers in resp>ect of any sewers which mediately

or immediately enter into sewers under the juris-

diction of the Regional Corporation as have councils

of local municipalities under paragraph 129 of sub-

section 1 of section 354 of The Municipal A ct. f'^'
^^^'

3. Subsection 1 of section 158 of the said Act is amended »• i58 o)

by msertmg after "sections in the first and second lines

"246", so that the subsection shall read as follows:

(1) Section 5, Parts XV, XVI, XVII and XXI, sections ^^^^^^^"fgV
246, 249 and 254, paragraphs 3 and 24 of section 352<^-2M

of The Municipal Act apply mutatis mutandis to the

Regional Corporation,
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8.169a,
enacted

4. The said Act is amended by adding thereto the following

section

:

AppllcatlOQ
offt.S.0. 1970,

C.284,
BS. 377. 378.

to area
municipality

By-laws by
Regional
Council

teamsters,
cab owners
and drivers,
etc.

159a.—(1) Notwithstanding section 184, the provisions of

paragraphs 1 and 6 of section 377 and section 378

of The Municipal Act do not apply to any area

municipality.

(2) The Regional Council may pass by-laws applicable to

one or more area municipalities

:

1. For licensing, regulating and governing team-

sters, carters, draymen, owners and drivers

of cabs, buses, motor or other vehicles used

for hire or any class or classes thereof; for

establishing the rates or fares to be charged

by the owners or drivers of such vehicles for

the conveyance of goods or passengers either

wholly within an area municipality or to any
point not more than three miles beyond its

limits, and for providing for the collection of

such rates or fares; for limiting the number
of cabs, buses, motor or other vehicles used

for hire, or any class or classes thereof, and
for revoking any such licence.

insurance
for
teamsters,
cab owners,
etc.

2. For requiring any or all persons mentioned in

paragraph 1 to provide public liability, property

damage, cargo or other insurance in the form
and to the amounts of coverage prescribed in

the by-law and, providing that where such

insurance is not so provided, the Regional

Council may refuse, refuse to renew or

revoke any licence issued under paragraph 1.

taxi-cab
brokers 3. For licensing, regulating and governing taxi-

cab brokers and for revoking any such licence

and for requiring taxi-cab brokers to provide
public liability, property damage, cargo or

other insurance in the form and to the amounts
of coverage prescribed in the by-law in respect

of each taxi-cab operated in association with
such broker and, providing that where such
insurance is not so provided, the Regional
Council may refuse, refuse to renew or revoke
any such licence.

(a) In this paragraph, "taxi-cab broker"

means any jjerson who accepts calls in

any manner for taxi-cabs that are
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Section 4. The amendment authorizes the Regional Corporation to

Ucence teamsters, cab owners and drivers, and salvage shops.
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used for hire and that are owned by
,, ,

persons other than himself, his imme-
diate family or his employer.

4. For licensing, regulating and governing salvage |h!7*/|tc
shops, salvage yards, second-hand goods shops

and dealers in second-hand goods, and for

revoking any such licence.

{a) In this paragraph,

(i) "dealers in second-hand goods"
includes persons who go from
house to house or along high-

ways for the purpose of collect-

ing, purchasing or obtaining

second-hand goods,

(ii) "salvage yard" includes an auto-

mobile wrecking yard or
premises,

(iii) "second-hand goods" includes

waste paper, rags, bones, bottles,

bicycles, automobile tires, old

metal and other scrap material

and salvage

(b) The by-law may apply to and require

every person using a vehicle for any

of the purposes mentioned in this

paragraph, either on his account as the

agent or servant of another person,

to take out a licence.

(c) The power of licensing does not apply

to persons engaged in any of the objects

mentioned in this paragraph for patri-

otic or charitable purposes.

(d) The fee to be paid for the licence shall

not exceed $20 for one year.

(e) Any licence issued under this para-

graph may be issued to authorize the

licensee to deal in one class only of

second hand goods or in more than

one class as may be specified in the

licence, and such licensee is not en-

titled to deal in any class of second-

hand goods not covered by his licence.
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s. 169 (5).

amended
5. Subsection 5 of section 169 of the said Act is amended

by striking out "system" in the first line and inserting in

lieu thereof "service".

8. 175 (1).

re-enaoted

Interpre-
tation

8. 178,
amended

6. Subsection 1 of section 175 of the said Act is repealed
and the following substituted therefor

:

(1) In this Part, "waste" includes ashes, garbage, refuse,

domestic waste, industrial solid waste or municipal
refuse and such other wastes as may be designated by
by-law passed by the Regional Council.

7. Section 178 of the said Act is amended by adding
thereto the following subsection

:

Board of
trustees of
Police Village
of St. Jacobs
to be
Hydro-
Electrlc Com-
mission

R.S.0. 1970,
C.390

Interpre-
tation

1960,
c. 149

Commence-
ment

(8) The board of trustees of the Police Village of St.

Jacobs as it exists on the 31st day of December,
1972, shall, until such date as the Minister may by
order designate, be deemed to be a commission
established under Part III of The Public Utilities

Act for the PoHce Village of St. Jacobs Hydro-
Electric System to be known as the Hydro-Electric
Commission of the Police Village of St. Jacobs,
which shall be deemed to be a local board of the area

municipality of the Township of Woolwich and all

rights and obligations relating to the former system
of the Police Village of St. Jacobs become rights

and obligations of the Hydro-Electric Commission
of the Police Village of St. Jacobs.

8. The Regional Municipality of Waterloo shall be deemed
to be the County of Waterloo and the Chairman of The
Regional Municipality of Waterloo shall be deemed to be
the warden of the County of Waterloo for the purposes of

The Kitchener-Waterloo Hospital Act, 1960.

9. This Act comes into force on the day it receives Royal
Assent.

Short title
10. This Act may be cited as The Regional Municipality

of Waterloo Amendment Act, 1972.
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Section 5. The amendment ensures that the terminology being used

is consistent with current Hbrary terminology.

Section 6. The purpose of this amendment is to broaden the definition

to allow the Regional Corporation to accept at the waste disposal sites the

wastes presently being accepted by the individual municipalities.

Section 7. The purpose of this amendment is to ensure continuance

of a Hydro-Electric Commission for the Township of Woolwich pending the

development of an overall and comprehensive policy re Hydro-Electric

Commissions and will parallel the provisions of subsections 6 and 7 of

section 178 of the Act.

Section 8. The purpose of this amendment is to prevent a hiatus
occurring in the appointment of members of The Kitchener-Waterloo
Hospital Board. The County of Waterloo had certain appointment powers
but because the county will cease to exist on December 31, 1972, it is

important that the authority to make appointments be transferred to The
Regional Municipality of Waterloo.

247







o

8

to

3 S
1-1 (/)

< ^
a> o

2 o

El

!^" 3



BILL 247

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend
The Regional Municipality of Waterloo Act, 1972

The Hon. C. MacNaughton
Treasurer of Ontario and Minister of Economics

and Intergovernmental Affairs

TORONTO
Printed and Published by The Queen's Printer and Publisher





BILL 247 1972

An Act to amend
The Regional Municipality of Waterloo Act, 1972

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1 . Section 27 of The Regional Municipality of Waterloo ^- 2''

Act, 1972, being chapter 105 of the Statutes of Ontario, 1972,*"'^''
^

is amended by adding thereto the following subsection

:

(9a) Where the Regional Corporation or an area munici- under^^"^^°*

pality employs a person heretofore employed by the o.m.e.r.s.

Waterloo Public Utihties Commission, such person

shall be deemed to remain an employee of the

Waterloo Public Utilities Commission for the purpose

of entitlement under the Ontario Municipal Em-
ployees Retirement System supplementary plan as

established for the Waterloo Public Utilities Com-
mission.

2. Section 56 of the said Act is amended by adding thereto ^ 56,,-,,.,. J G amended
the followmg subsection

:

(2) The Regional Council has all the authority and^'^®'"

powers in respect of any sewers which mediately

or immediately enter into sewers under the juris-

diction of the Regional Corporation as have councils

of local municipalities under paragraph 129 of sub-

section 1 of section 354 of The Municipal A ct. ^'2m'
^^^'

3. Subsection 1 of section 158 of the said Act is amended !J[si(,iA
1 • r It • 1 f amended
by msertmg after sections in the first and second lines

"246", so that the subsection shall read as follows:

(1) Section 5, Parts XV, XVI, XVII and XXI, sections ^^g^^^^^fg^

246, 249 and 254, paragraphs 3 and 24 of section 352 ^ 284

of The Municipal Act apply mutatis mutandis to the

Regional Corporation.
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a.lS9a.
enacted

Application
offt.S.0. 1970,

c. 284,
88. 377, 378.

to area
municipality

By-laws by
Regional
Council

teamsters,
cab owners
and drivers,
etc.

4. The said Act is amended by adding thereto the following

section

:

159a.—(1) Notwithstanding section 184, the provisions of

paragraphs 1 and 6 of section 377 and section 378

of The Municipal Act do not apply to any area

municipality.

(2) The Regional Council may pass by-laws applicable to

one or more area municipalities

:

1 . For licensing, regulating and governing team-

sters, carters, draymen, owners and drivers

of cabs, buses, motor or other vehicles used

for hire or any class or classes thereof; for

establishing the rates or fares to be charged

by the owners or drivers of such vehicles for

the conveyance of goods or passengers either

wholly within an area municipality or to any
point not more than three miles beyond its

limits, and for providing for the collection of

such rates or fares; for limiting the number
of cabs, buses, motor or other vehicles used

for hire, or any class or classes thereof, and
for revoking any such licence.

insurance
for
teamsters,
cab owners,
etc.

2. For requiring any or all persons mentioned in

paragraph 1 to provide public liability, property

damage, cargo or other insurance in the form

and to the amounts of coverage prescribed in

the by-law and, providing that where such

insurance is not so provided, the Regional

Council may refuse, refuse to renew or

revoke any licence issued under paragraph 1.

taxi-cab
brokers 3. For licensing, regulating and governing taxi-

cab brokers and for revoking any such licence

and for requiring taxi-cab brokers to provide

public liability, property damage, cargo or

other insurance in the form and to the amounts
of coverage prescribed in the by-law in respect

of each taxi-cab operated in aissociation with
such broker and, providing that where such

insurance is not so provided, the Regional

Council may refuse, refuse to renew or revoke

any such licence.

(a) In this paragraph, "taxi-cab broker"

means any person who accepts calls in

any manner for taxi-cabs that are
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used for hire and that are owned by
persons other than himself, his imme-
diate family or his employer.

4. For licensing, regulating and governing salvage
|h!7^*^etc

shops, salvage yards, second-hand goods shops

and dealers in second-hand goods, and for

revoking any such licence.

(a) In this paragraph,

(i) "dealers in second-hand goods"

includes persons who go from
house to house or along high-

ways for the purpose of collect-

ing, purchasing or obtaining

second-hand goods,

(ii) "salvage yard" includes an auto-

mobile wrecking yard or
premises,

(iii) "second-hand goods" includes

waste paper, rags, bones, bottles,

bicycles, automobile tires, old

metal and other scrap material

and salvage

(6) The by-law may apply to and require

every person using a vehicle for any

of the purposes mentioned in this

paragraph, either on his account as the

agent or servant of another person,

to take out a licence.

(c) The power of licensing does not apply

to persons engaged in any of the objects

mentioned in this paragraph for patri-

otic or charitable purposes.

{d) The fee to be paid for the licence shall

not exceed $20 for one year.

(e) Any licence issued under this para-

graph may be issued to authorize the

licensee to deal in one class only of

second hand goods or in more than

one class as may be specified in the

licence, and such licensee is not en-

titled to deal in any class of second-

hand goods not covered by his licence.
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B. 169 (6).

amended
5. Subsection 5 of section 169 of the said Act is amended

by striking out "system" in the first line and inserting in

Heu thereof "service".

8.175(1).
re-enacted 6. Subsection 1 of section 175 of the said Act is repealed

and the following substituted therefor

:

Interpre-
tation

(1) In this Part, "waste" includes ashes, garbage, refuse,

domestic waste, industrial solid waste or municipal

refuse and such other wastes as may be designated by
by-law passed by the Regional Council.

8. 178.
amended

7. Section 178 of the said Act is amended by adding

thereto the following subsection

:

Board of
trustees of
Police Village
of St. Jacobs
to be
Hydro-
Efectric Com-
mission

R.S.0. 1970.
c.390

(8) The board of trustees of the Police Village of St.

Jacobs as it exists on the 31st day of December,

1972, shall, until such date as the Minister may by
order designate, be deemed to be a commission

established under Part III of The Public Utilities

Act for the Police Village of St. Jacobs Hydro-
Electric System to be known as the Hydro-Electric

Commission of the Police Village of St. Jacobs,

which shall be deemed to be a local board of the area

municipality of the Township of Woolwich and all

rights and obligations relating to the former system
of the Police Village of St. Jacobs become rights

and obligations of the Hydro-Electric Commission
of the Police Village of St. Jacobs.

Interpre-
tation

1960.
0.149

C!ommence-
ment

8. The Regional Municipality of Waterloo shall be deemed
to be the County of Waterloo and the Chairman of The
Regional Municipality of Waterloo shall be deemed to be
the warden of the County of Waterloo for the purposes of

The Kitchener-Waterloo Hospital Act, I960.

0. This Act comes into force on the day it receives Royal
Assent.

Short title
10. This Act may be cited as The Regional Municipality

of Waterloo Amendment Act, 1972.
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BILL 248 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend
The Municipal Unconditional Grants Act

The Hon. C. MacNaughton
Treasurer of Ontario and Minister of Economics

and Intergovernmental Affairs

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Note

The repealed section provides that where a municipality incurs

expenditures in respect of indigent hospitalization, it is eligible for a grant

from the Province to cover a portion of the expenditure. Under The Public

Hospitals AmendmetU Act, 1972, responsibility for payments concerning the

hospitalization of indigents by municipalities is removed and, therefore,

section 8 is no longer necessary.
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BILL 248 1972

An Act to amend
The Municipal Unconditional Grants Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Section 8 of The Municipal Unconditional Grants ^c^, ^'^^jed
being chapter 293 of the Revised Statutes of Ontario, 1970,

is repealed.

2. This Act comes into force on the day it receives Royal ^°^^®°^®"

Assent.

3. This Act may be cited as The Municipal Unconditional^^°^^^^^^^

Grants A mendment Act, 1972 {No .2).
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An Act to amend
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The Hon. C. MacNaughton
Treasurer of Ontario and Minister of Economics

and Intergovernmental Affairs

TORONTO
Printed and Published by The Queen's Printer and Publishek





BILL 248 1972

An Act to amend
The Municipal Unconditional Grants Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Section 8 of The Municipal Unconditional Grants ^ct,^^^'^^^

being chapter 293 of the Revised Statutes of Ontario, 1970,

is repealed.

2. This Act comes into force on the day it receives Royal ^°^^®°°®-

Assent.

3. This Act may be cited as The Municipal Unconditional^^°^^^^^^^

Grants Amendment Act, 1972 {No. 2).
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BILL 249 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend The Public Parks Act

The Hon. C. MacNaughton
Treasurer of Ontario and Minister of Economics

and Intergovernmental Affairs

TORONTO
Printed and Published by The Queen's Printer and Publisher



.IJM'i

Explanatory Note

The provision repealed disqualifies a member of a parks board who
has a pecuniary interest in a contract with the board. This matter will be dealt

with by disclosure under the new Municipal Conflict of Interest Act, 1972.
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BILL 249 1972

An Act to amend The Public Parks Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Subsection 2 of section 7 of The Public Parks '^^^.
repealed

being chapter 384 of the Revised Statutes of Ontario, 1970,

is repealed.

2. This Act comes into force on a day to be named by the ^e™r^°*^^
Lieutenant Governor by his proclamation.

3. This Act may be cited as The Public Parks A mendmentAct, ^^o^^ title

1972.
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21 Elizabeth II, 1972

An Act to amend The Public Parks Act

The Hon. C. MacNaughton
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BILL 249 1972

An Act to amend The Public Parks Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Subsection 2 of section 7 of The Public Parks ^c/, ^•'7(2).

repealed
being chapter 384 of the Revised Statutes of Ontario, 1970,

is repealed.

2. This Act comes into force on a day to be named by the ^°^["®°^®'

Lieutenant Governor by his proclamation.

3. This Act may be cited as The Public Parks Amendment A ct, short title

1972.
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BILL 250 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend
The Regional Municipality of Sudbury Act, 1972

The Hon. C. MacNaughton
Treasurer of Ontario and Minister of Economics

and Intergovernmental Affairs

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Notes

Section 1. The amendment provides that subject to the approval by

the Minister, the Province will pay for the 1972 election of members to the

Sudbury Board of Education and the Sudbury District Roman Catholic

Separate School Board. Prior to the amendment the Province was only

required to pay for the election of members within the area municipalities

in the 1972 year.

Section 2. The amendment ensures that there is no disruption in

descriptions of property situate in the Regional Municipality or change in

offices for purposes of registration of documents in either the Registry

Office or Land Titles Office.

Section 3. Paragraph 9 of section 352 of The Municipal Act enables

by-laws to be passed by councils for the purpose of establishing, operating,

maintaining, etc., air harbours or landing grounds in the municipality.

This authority now will be given to the Regional Corporation.

Section 4. The amendments make clear that the Regional Munici-

pality will have jurisdiction over matters of sanitary sewage, while the area

municipality has jurisdiction over land drainage.
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BILL 250 1972

An Act to amend
The Regional Municipality of Sudbury Act, 1972

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Subsection 6 of section 3 of The Regional Municipality
^-^^Jj^^^^^^

of Sudbury Act, 1972, being chapter 104 of the Statutes of

Ontario, 1972, is repealed and the following substituted

therefor

:

(6) The expenses of the local municipalities for theE^e^tum

elections to elect members of the councils of the

area municipalities in the year 1972 and the expenses

for the elections to elect members of The Sudbury
Board of Education and The Sudbury District

Roman Catholic Separate School Board in the year

1972 shall, if approved by the Minister, be paid out

of the Consolidated Revenue Fund.

2. Section 6 of the said Act is amended by adding theretos-6,
. .

JO amended
the followmg subsection

:

(4) Nothing in this Act shall be deemed to alter the g-e^J^sJ^ry
^^

boundaries of any registry or land titles division.

3. Subsection 1 of section 27 of the said Act is amended by 8.27(1),
•^ amended

inserting after "paragraphs" in the third line "9", so that the

subsection shall read as follows

:

(1) Sections 217, 223, 224, 229, 231, 232, 233 and 235, A^^i^cation^

subsections 1, 4 and 5 of section 237, sections 238, c. 284

239, 245 and 250 and paragraphs 9, 63, 64, 65, 66

and 67 of section 352 of The Municipal Act apply

mutatis mutandis to the Regional Corporation.

4.—(1) Subsection 1 of section 31 of the said Act is amended s. 3i (i),
^ ' amended

by inserting after "of" in the third line, the fifth line and
the seventh line "sanitary".
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s. 31 (2),

amended (2) Subsection 2 of the said section 31 is amended by insert-

ing after "of" in the third line "sanitary".

re-enacted ^^^ Subsections 3 and 7 of the said section 31 are repealed

and the following substituted therefor

:

Vesting of
property in
Regional
Corporation

(3) All sanitary sewage works, sewer systems and treat-

ment works, including buildings, structures, plant,

machinery, equipment, devices, intakes and out-

falls or outlets, or other works designed for the

interception, collection, settling, treating, dispersing,

disposing or discharging of sanitary sewage and all

real and personal property of any nature whatsoever
used solely for the purpose of the collection and dis-

posal of sanitary sewage in the Regional Area by any
area municipality are vested in the Regional Cor-

poration on the 1st day of January, 1973, and no
compensation or damages shall be payable to any
area municipality in respect thereof.

Imposition
of sewage
rate

8.33,
amended

(7) The Regional Council may by by-law provide for

imposing on and collecting from any area munici-

pality, in respect of the whole of such municipality

or any designated part thereof from which sanitary

sewage is received, a sewage rate sufficient to pay
the whole, or such portion as the by-law may specify,

of the regional expenditures for the maintenance,

operation and debt service of the regional sewage

system, and if any area municipality considers itself

aggrieved by the imposition of any rate under this

section, it may appeal to the Municipal Board.

5. Section 33 of the said Act is amended by adding thereto

the following subsections

:

Proviso

By-laws
R.S.0. 1970,
c. 349

(3a) Nothing in subsection 3 affects any official plan in

effect in any part of the Regional Area.

(36) Every by-law passed under the provisions of The
Planning ^d by a local municipality as it exists on
the 31st day of December, 1972, shall continue in

force until repealed by the Regional Council.

re-enacted ®* Clause b of subsection 1 of section 46 of the said Act is

repealed and the following substituted therefor

:

(b) a judge of a court having jurisdiction in the Pro-,

visional Judicial District of Sudbury designated by
the Lieutenant Governor in Council.
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Section 5. These provisions are inserted to ensure that present planning

provisions continue in force in the Regional Area until the Regional Council

has introduced its own planning program

.

Section 6. The amendment broadens the range of selection possibilities

for appointments to the board of commissioners of police.
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Section 7. The amendment broadens the definition of waste in order

to allow the Regional Corporation to accept at the waste disposal sites

the wastes presently being accepted by individual municipalities.
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7. Subsection 1 of section 77 of the said Act is repealed s- "77 (i).

and the following substituted therefor

:

(1) In this Part, "waste" includes ashes, garbage, refuse, J^J?''p^®-
j . ., .,,. " " tation
domestic waste, industrial solid waste or municipal
refuse and such other wastes as may be designated
by by-laws passed by the Regional Council.

8. This Act comes into force on the day it receives Ro\al<^o'"'"ence-
.

,

-^ ment
Assent.

9. This Act may be cited as The Regional Municipality^^°^^^^^^^

of 'Sudbury Amendment Act, 1972.

I
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BILL 250 1972

An Act to amend
The Regional Municipality of Sudbury Act, 1972

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Subsection 6 of section 3 of The Regional Municipality
^-^J^^^^^^

of Sudbury Act, 1972, being chapter 104 of the Statutes of

Ontario, 1972, is repealed and the following substituted

therefor

:

(6) The expenses of the local municipalities for the Election

1 • t 1 -1 r t
expenses

elections to elect members of the councils of the

area municipalities in the year 1972 and the expenses

for the elections to elect members of The Sudbury
Board of Education and The Sudbury District

Roman Catholic Separate School Board in the year

1972 shall, if approved by the Minister, be paid out

of the Consolidated Revenue Fund.

2. Section 6 of the said Act is amended by adding theretos-e,

the following subsection

:

amended

(4) Nothing in this Act shall be deemed to alter the g-^R^sj^^y
^^

boundaries of any registry or land titles division.

3. Subsection 1 of section 27 of the said Act is amended by s. 27 (i),

r. a 1 .. • 1 1 • 1 !• <,^.. 1 1 amended
inserting after paragraphs in the third line 9 , so that the

subsection shall read as follows

:

(1) Sections 217, 223, 224, 229, 231, 232, 233 and 235, Ap^i^cation^

subsections 1, 4 and 5 of section 237, sections 238, c. 284
'

239, 245 and 250 and paragraphs 9, 63, 64, 65, 66
and 67 of section 352 of The Municipal Act apply
mutatis mutandis to the Regional Corporation.

4.—(1) Subsection 1 of section 31 of the said Act is amended s- 3i (i),

by inserting after "of" in the third line, the fifth line and*"*^"
*

the seventh Hne "sanitary".
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B. 31 (2).

amended (2) Subsection 2 of the said section 31 is amended by insert-

ing after "of" in the third line "sanitary".

re^nac^d ^"^^ Subsections 3 and 7 of the said section 31 are repealed

and the following substituted therefor

:

Vesting of
property In
Regrional
Corporation

(3) All sanitary sewage works, sewer systems and treat-

ment works, including buildings, structures, plant,

machinery, equipment, devices, intakes and out-

falls or outlets, or other works designed for the

interception, collection, settling, treating, dispersing,

disposing or discharging of sanitary sewage and all

real and personal property of any nature whatsoever
used solely for the purpose of the collection and dis-

posal of sanitary sewage in the Regional Area by any
area municipality are vested in the Regional Cor-

poration on the 1st day of January, 1973, and no
compensation or damages shall be payable to any
area municipality in respect thereof.

Imposition
of sewage
rate

s. 33,

amended

Proviso

By-laws
R.S.0. 1970,
0.349

8. 46(1) (6).
re-enacted

(7) The Regional Council may by by-law provide for

imposing on and collecting from any area munici-

pality, in respect of the whole of such municipality

or any designated part thereof from which sanitary

sewage is received, a sewage rate sufficient to pay
the whole, or such portion as the by-law may specify,

of the regional expenditures for the maintenance,

operation and debt service of the regional sewage

system, and if any area municipality considers itself

aggrieved by the imposition of any rate under this

section, it may appeal to the Municipal Board.

5. Section 33 of the said Act is amended by adding thereto

the following subsections

:

(3a) Nothing in subsection 3 affects any official plan in

effect in any part of the Regional Area.

{3b) Every by-law passed under the provisions of The
Planning Act by a. local municipality as it exists on
the 31st day of December, 1972, shall continue in

force until repealed by the Regional Council.

6. Clause b of subsection 1 of section 46 of the said Act is

repealed and the following substituted therefor

:

(b) a judge of a court having jurisdiction in the Pro-

visional Judicial District of Sudbury designated by
the Lieutenant Governor in Council.
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7. Subsection 1 of section 77 of the said Act is repealed s- '^'' (i>v ,iifii- 1 1 ^ r re-enacted
and the following substituted therefor

:

(1) In this Part, "waste" includes ashes, garbage, refuse, ^^^^^p*"®"

domestic waste, industrial solid waste or municipal

refuse and such other wastes as may be designated

by by-laws passed by the Regional Council.

8. This Act comes into force on the day it receives Royal ^°'^!"e"°®-

Assent.

9. This Act may be cited as The Regional Municipality^^°^^^^^^

of Sudbury Amendment Act, 1972.
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BILL 251 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend
The Municipality of Metropolitan Toronto Act

'.iOTr-,/.^,^-i>,-i.

The Hon. C. MacNaughton
Treasurer of Ontario and Minister of Economics

and Intergovernmental Affairs

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Notes

Sections 1, 2, 3 and 4. These sections of the Bill are complementary

to The Municipal Elections Act, 1972.
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BILL 251 1972

An Act to amend
The Municipality of Metropolitan Toronto Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1.— (1) Subsection 1 of section 4 of The Municipality of ^^^_^^^^^^^

Metropolitan Toronto Act, being chapter 295 of the Revised
Statutes of Ontario, 1970, is repealed and the following sub-

stituted therefor:

(1) In every area municipahty, election of candidates Election

r •! If 111 1
of council

for council and for any local board, any members of

which are to be elected by ballot by the electors, shall

be held in the year 1972 and in every second year

thereafter in accordance with The Municipal Elections i972, c. 95

Act, 1972.

(2) Subsections 2 and 3 of the said section 4 are repealed, s. 4(2,3).
^ ' ^ repealed

(3) Subsection 4 of the said section 4 is repealed and the »• ^ (^>' . .

. 1 • 1 1 r
re-enacted

following substituted therefor

:

(4) The members of council and of such local boards Term of

shall hold office for a two-year term and until

their successors are elected and the new council or

board is organized.

(4) Subsection 6 of the said section 4 is repealed.
Repealed

2.— (1) Subsection 5 of section 5 of the said Act is amended
l^^n^^jed

by striking out "two following years" in the fifth line and
inserting in lieu thereof "year following".

(2) Subsection 7 of the said section 5 is repealed and the
re-enacted

following substituted therefor

:
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Adjournment (7) If at such first meeting for any reason a chairman

is not elected, the clerk or presiding member may
adjourn the meeting from time to time and, if a

chairman is not elected within one week after such

first meeting, the Lieutenant Governor in Council

shall appoint the chairman to hold office for that

year and the year following and until his successor

is elected or appointed in accordance with this

section.

8. 118 (4),

amended 3. Subsection 4 of section 118 of the said Act is amended
by striking out "three-year" in the second line and inserting

in lieu thereof "two-year".

re-enacted ** Subsection 5 of section 149 of the said Act is repealed

and the following substituted therefor

:

Effective
date (5) Every such by-law, including an amending or

repealing by-law, shall take effect at and for the

purposes of the biennial election next after its

passing.

ena^ed ^* ^^^ ^^^^ ^^^ ^^ amended by adding thereto the

following section

:

Indemnifying
members of
Metropolitan
Police Force
1971. c. 49

Application
ofsection

183a.—(1) The Metropolitan Council may, to such extent

as it thinks fit, pay the legal costs incurred by a

member of the Metropolitan Police Force in respect

of an inquiry held by a commission under The Public

Inquiries Act, 1971 or held by a commissioner under

The Public Inquiries Act, being chapter 379 of the

Revised Statutes of Ontario, 1970, where the subject-

matter of the inquiry includes in whole or in part

the conduct of the member in the performance or

purported performance of his duties.

(2) This section does not apply in respect of inquiries

held into matters occurring before the 25th day of

October, 1971.

Commence-
ment 6.—(1) This Act, except sections 1 to 4, comes into force

on the day it receives Royal Assent.

Idem
(2) Sections 1 to 4 shall be deemed to have come into force

on the 31st day of July, 1972.

Short title 7. This Act may be cited as The Municipality of Metro-
politan Toronto Amendment Act, 1972 {No. 3).
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Section 5. The section added authorizes the Metropolitan Council to

pay, to such extent as it thinks fit, legal costs incurred by police officers in

respect of inquiries held under The Public Inquiries Act, 1971 or, subject to

the limitation set out in subsection 2 of the new section, held under the
predecessor of that Act.
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BILL 251 1972

An Act to amend
The Municipality of Metropolitan Toronto Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1.—(1) Subsection 1 of section 4 of The Municipality of ^^•^_^^^^^^^

Metropolitan Toronto Act, being chapter 295 of the Revised

Statutes of Ontario, 1970, is repealed and the following sub-

stituted therefor

:

(1) In every area municipality, election of candidates Election

for council and for any local board, any members of

which are to be elected by ballot by the electors, shall

be held in the year 1972 and in every second year

thereafter in accordance with The Municipal Elections i972, c. 95

Act, 1972.

(2) Subsections 2 and 3 of the said section 4 are repealed. s-4(2,3),
^ ' ^ repealed

(3) Subsection 4 of the said section 4 is repealed and the
re-enacted

following substituted therefor

:

(4) The members of council and of such local boards Term of

shall hold office for a two-year term and until

their successors are elected and the new council or

board is organized.

(4) Subsection 6 of the said section 4 is repealed.
repealed

2.—(1) Subsection 5 of section 5 of the said Act is amended
l^^n^^ed

by striking out "two following years" in the fifth line and
inserting in lieu thereof "year following".

(2) Subsection 7 of the said section 5 is repealed and the
re-enacted

following substituted therefor

:
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Adjournment
(7) If at such first meeting for any reason a chairman

is not elected, the clerk or presiding member may
adjourn the meeting from time to time and, if a

chairman is not elected within one week after such
first meeting, the Lieutenant Governor in Council

shall appoint the chairman to hold office for that

year and the year following and until his successor

is elected or appointed in accordance with this

section.

8. 118 (4),

amended 3. Subsection 4 of section 118 of the said Act is amended
by striking out "three-year" in the second line and inserting

in lieu thereof "two-year".

re-enacted *• Subsection 5 of section 149 of the said Act is repealed
and the following substituted therefor

:

Effective
date (5) Every such by-law, including an amending or

repealing by-law, shall take effect at and for the
purposes of the biennial election next after its

passing.

enSed 5» The Said Act is amended by adding thereto the
following section

:

Indemnifying
members of
Metropolitan
Police Force
1971, c. 49

Application
ofsection

183a.—(1) The Metropolitan Council may, to such extent
as it thinks fit, pay the legal costs incurred by a
member of the Metropolitan Police Force in respect

of an inquiry held by a commission under The Public

Inquiries Act, 1971 or held by a commissioner under
The Public Inquiries Act, being chapter 379 of the
Revised Statutes of Ontario, 1970, where the subject-

matter of the inquiry includes in whole or in part
the conduct of the member in the performance or

purported performance of his duties.

(2) This section does not apply in respect of inquiries

held into matters occurring before the 25th day of

October, 1971.

Commence-
ment

Idem

Short title

6.— (1) This Act, except sections 1 to 4, comes into force

on the day it receives Royal Assent.

(2) Sections 1 to 4 shall be deemed to have come into force
on the 31st day of July, 1972.

7. This Act may be cited as The Municipality of Metro-
politan Toronto Amendment Act, 1972 {No. 3).
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BILL 252 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend The Municipal Act

The Hon. C. MacNaughton
Treasurer of Ontario and Minister of Economics

f.
and Intergovernmental Affairs

TORONTO
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Explanatory Notes

The Bill in the main is complementary to The Municipal Conflicts ofInterest

Act. 1972.

Section 1. Section 36 of The Municipal Act, dealing with disqualifica-

tion, is re-enacted and from it are deleted references to persons having
contracts with or claims against the municipality; such persons will be

eligible to sit on municipal councils but will be subject to the disclosure

provisions embodied in The Municipal Conflicts of Interest Act, 1972.

Employees of the municipality or of its local boards, with the exception of

employees of a school board, are disqualified from being elected to or

holding office as a member of the municipal council; such employees may,
however, obtain leave of absence for the purpose of contesting an election

and if successful will be required to resign. In the case of metropolitan,

regional and district municipalities, the disqualification of municipal em-
ployees is extended to provide that an employee of the metropolitan,

regional or district municipality or of any area municipality is ineligible for

election to the council of any area municipality within the metropolitan,

regional or district area as well as to the council of the metropolitan,

regional or district municipality itself.
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BILL 252 1972

An Act to amend The Municipal Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Section 36 of The Municipal Act, beine; chapter 284 of s-36. ^ ^
r6~6Il£LCtj6(l

the Revised Statutes of Ontario, 1970, as amended by the

Statutes of Ontario, 1972, chapter 121, section 10, is repealed

and the following substituted therefor

:

36.—(1) The following are not eligible to be elected aP®™o°s

member of a council or to hold office as a member from being
J- ., members of

oi a council

:

^
council

1. Except during a leave of absence granted

under subsection 3, an employee of the munici-

pality or of a local board thereof as defined in

The Municipal Affairs Act, except an em- RS.o. i970,

ployee of a school board. V

2. A judge of any court.

3. A member of the Assembly as provided in

The Legislative Assembly Act or of the Senate or ^fi?-
^^'^^'

House of Commons of Canada.

4. A Crown employee within the meaning of

The Public Service Act who is a deputy ^S;?- 1^''"-

.. .. .^.0. 386
minister or who is in a position or classification

designated in the regulations made under that

Act for the purposes of section 1 1 thereof.

5. A person who is an undischarged bankrupt or

insolvent within the meaning of any bank-
ruptcy or insolvency Act in force in Ontario,

(2) In addition to the persons that are not eligible to^^*®""

be elected a member of a council or to hold office as
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Leave of
absence

1972, c. 95

(3)

a member of a council under paragraph 1 of sub-

section 1, and except during a leave of absence

granted under subsection 3, an employee of a metro-

politan, regional or district municipality or of any
area municipality within that metropolitan, regional

or district municipality is not eligible to be elected

a member of the council of any area municipality

within that metropolitan, regional or district munici-

pality or to be elected a member of the council of

that metropolitan, regional or district municipality

or to hold office as a member of any such council.

Any employee of a municipality or a local board who
proposes to be a candidate to hold office as a member
of a council shall apply to the council of the munici-

pality or to the local board, as the case may be, of

which he is an employee for leave of absence without

pay for a period,

(a) not longer than that commencing thirty days

before the beginning of the period during which
candidates may be nominated under The
Municipal Elections Act, 1972 and ending on
polling day ; and

Resignation

(b) not shorter than that commencing on the last

day of the period during which candidates

may be nominated under The Municipal
Elections Act, 1972 and ending on polling day,

and every such application shall be granted.

(4) Where an employee of a municipality or of a local

board who is a candidate for office as a member of a

council is elected he shall forthwith resign his position

as such employee.

(5) Where an employee of a municipality or of a local

board has been granted leave of absence under sub-

section 3 and was not elected, the period of leave of

absence shall not be computed in determining the

length of his service for any purpose, and the service

before and after such period shall be deemed to be
continuous for all purposes.

oF^iso'^im ^' ^^^^^ ^^y person is elected to a council at a regular
c. 284, s. 36 ' election held in the year 1972, and section 36 of The Municipal

Act as it existed on the day of such election did not render

such person ineligible to be elected to the council, or to hold

office as a member of such council, then section 36 of The
Municipal Act, as re-enacted by section 1 of this Act, does not

Service
deemed
continuous
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Section 2. The section permits persons validly elected to a council

in the 1972 elections to remain in office for their two-year term notwith-

standing that the application of the new section 36 would render them
ineligible to hold such office, provided the defect in their qualifications

existed at the time of the election and did not first arise subsequent

thereto.
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Section 3. The section repealed makes voidable contracts between the

municipality and a member of its council; such contracts will now be per-

missible provided there has been compliance with the disclosure and abstention

from voting provisions of The Municipal Conflicts of Interest Act, 1972.

Section 4. The section amended fixes the time of the first meeting of

a newly-elected council; the amendment reflects the provisions of The
Municipal Elections Act, 1972 establishing a uniform two-year term for all

municipal councils.

Section 5. The provisions of the section repealed requiring council

and local board members to disclose an interest they may have in any
matter coming before the council or local board for consideration are now
found in The Municipal Conflicts of Interest Act, 1972.

Section 6. Complementary to section 5 of the Bill.
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apply so as to render such person ineligible to hold office as a
member of such council during the term of office for which he
was elected by reason only of the fact that had section 36, as

re-enacted, been in force on the day of his election such person

would have been ineligible to be elected a member of the council

or to hold office as a member of such council.

3. Section 37 of the said Act is repealed. s. 37,
*^ repealed

4. Subsection 1 of section 184 of the said Act is amended by s. i84(i)

striking out "an annual or biennial election, as the case may
be" in the second line and inserting in lieu thereof "a regular

election".

5. Section 199 of the said Act is repealed. s. i99.
^ repealed

6. Section 200 of the said Act is amended by striking out 8.200,

"Sections 198 and 199 do" in the first line and inserting in

lieu thereof "Section 198 does".

7. This Act comes into force on a day to be named by ^°g^^®ii^®-

the Lieutenant Governor by his proclamation.

8. This Act may be cited as The Municipal Amendment ^^ort title

Act, 1972 {No. 3).

252



3 tT:

o

to

O
<
n>

go

>o

^ J o

Of
2. >
o a

Si.
a
Si-

>i

Si

O
a>
o

3
cr

>3

S)
Si.

3. r^

£. 3
>^ 2



BILL 252

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend The Municipal Act

i

The Hon. C. MacNaughton
Treasurer of Ontario and Minister of Economics

and Intergovernmental Affairs

TORONTO
Printed and Published by The Queen's Printer and Publisher





BILL 252 1972

An Act to amend The Municipal Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Section 36 of The Municipal Act, being chapter 284 of
^e?enacted

the Revised Statutes of Ontario, 1970, as amended by the

Statutes of Ontario, 1972, chapter 121, section 10, is repealed

and the following substituted therefor

:

36.-—(1) The following are not eligible to be elected aPeg^sons^^^

member of a council or to hold office as a member from being
. ., members of

of a council

:

council

1. Except during a leave of absence granted

under subsection 3, an employee of the munici-

pality or of a local board thereof as defined in

The Municipal Affairs Act, except an em- Rs.o. i970,

ployee of a school board.

2. A judge of any court.

3. A member of the Assembly as provided in

The Legislative Assembly Act or of the Senate or ^fi?-
^^^'

House of Commons of Canada.

4. A Crown employee within the meaning of

The Public Service Act who is a deputy ^SgO- i^^o.

minister or who is in a position or classification

designated in the regulations made under that

Act for the purposes of section 1 1 thereof.

5. A person who is an undischarged bankrupt or

insolvent within the meaning of any bank-
ruptcy or insolvency Act in force in Ontario.

(2) In addition to the persons that are not eligible to i^«™

be elected a member of a council or to hold office as
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a member of a council under paragraph 1 of sub-

section 1, and except during a leave of absence

granted under subsection 3, an employee of a metro-

politan, regional or district municipality or of any

area municipality within that metropolitan, regional

or district municipality is not eligible to be elected

a member of the council of any area municipality

within that metropolitan, regional or district munici-

pality or to be elected a member of the council of

that metropolitan, regional or district municipality

or to hold office as a member of any such council.

Leave of
absence

1972. c. 95

(3) Any employee of a municipality or a local board who
proposes to be a candidate to hold office as a member
of a council shall apply to the council of the munici-

pality or to the local board, as the case may be, of

which he is an employee for leave of absence without

pay for a period,

(a) not longer than that commencing thirty days

before the beginning of the period during which

candidates may be nominated under The
Municipal Elections Act, 1972 and ending on

polling day ; and

Resignation

{h) not shorter than that commencing on the last

day of the period during which candidates

may be nominated under The Municipal

Elections Act, 1972 and ending on polling day,

and every such application shall be granted.

(4) Where an employee of a municipality or of a local

board who is a candidate for office as a member of a

council is elected he shall forthwith resign his position

as such employee.

(5) Where an employee of a municipality or of a local

board has been granted leave of absence under sub-

section 3 and was not elected, the period of leave of

absence shall not be computed in determining the

length of his service for any purpose, and the service

before and after such period shall be deemed to be

continuous for all purposes.

o/'S^so^mo ^* ^^^^^ ^^y person is elected to a council at a regular

c. 284, "s. 36 ' election held in the year 1972, and section 36 of The Municipal
Act as it existed on the day of such election did not render

such person ineligible to be elected to the council, or to hold

office as a member of such council, then section 36 of The
Municipal Act, as re-enacted by section 1 of this Act, does not

Service
deemed
continuous
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apply so as to render such person ineligible to hold office as a

member of such council during the term of office for which he

was elected by reason only of the fact that had section 36, as

re-enacted, been in force on the day of his election such person

would have been ineligible to be elected a member of the council

or to hold office as a member of such council.

3. Section 37 of the said Act is repealed. s. 37,
^ repealed

4. Subsection 1 of section 184 of the said Act is amended bv s- 1^4 (i),^

£L]n6TlQ6d
striking out "an annual or biennial election, as the case may
be" in the second line and inserting in lieu thereof "a regular

election".

5. Section 199 of the said Act is repealed. s. i99. ^^ repealed

6. Section 200 of the said Act is amended bv striking out s. 200,

"Sections 198 and 199 do" in the first line and inserting in

lieu thereof "Section 198 does".

7. This Act comes into force on a day to be named by ^o^^^^^^^^-

the Lieutenant Governor by his proclamation.

8. This Act may be cited as The Municipal Amendment ^^^^^^^^^^

Act, 1972 {No. 3).
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.)

Explanatory Notes

Changes in the assessment rolls and polling lists by reason of recent

amendments to The Assessment Act and the enactment of The Municipal

Elections Act, 1972 have given rise to doubts as to the validity of jury lists

prepared from them for the sittings of the courts in 1973.

Delays have occurred in the preparation of jury lists and jury lists

prepared in a number of counties do not contain full information on the

occupation of persons listed therein or, if they do, the information was
obtained from sources other than those prescribed. Also, information on

occupations of persons drafted in a jury panel may not be available at the

time the panel is drafted. The purjwse of subsections 1 and 2 of section

98 is to validate the procedure followed which has otherwise conformed
substantially to The Jurors Act.

Subsection 3 preserves and extends the substance of provisions presently

contained in The Jurors Act in their application to 1973 which will permit

unforeseen difficulties in tiie drafting of panels to be met by reference to the

jury list and jury rolls for the year 1972 and if necessary prior years.
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BILL 253 1972

An Act to amend The Jurors Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. The Jurors Act, being chapter 230 of the Revised Statutes
In^^ted

of Ontario, 1970, is amended by adding thereto the following

section

:

98.—(1) Every list of local selectors and every iurors confirmation
\ I J J } of jurors

roll and jury list for the selection of jurors for therous, etc.

year 1973 is valid notwithstanding,

{a) that it is or was prepared without regard to

the ages or occupations of persons listed

thereon

;

{h) that the occupations of any persons listed

thereon are not shown thereon

;

(c) that the occupations that are shown are

obtained from sources other than the polling

lists or assessment rolls or are added by the

county selectors or the sheriff ; or

{d) that the times for the preparation, depositing

and filing thereof have not been complied

with.

(2) Notwithstanding that a panel of jurors drafted from ^^^^^g^j.^^^

a jury list prepared for the year 1973 does not show not shown'-'** -' on panel
the occupations of all persons whose names appear

thereon, the panel is valid and the sheriff shall, as

soon as practicable, insert the occupations not shown
based on information obtained from any source that

he considers reliable or otherwise inform the litigants

or accused persons or their solicitors of such

occupations.
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jm-* uste^ (3) For the purpose of returning a panel of jurors for

for ^neis sittings of the courts in the year 1973,

(a) the sheriff may return a panel of jurors drafted
from the names in the proper jury list in the

jurors book for the year 1972 ; and

{b) where there is not a sufficient number of names
upon the proper jury list for the year 1972,

the sheriff shall select so many additional

persons who are qualified to serve as jurors

in the year 1973 as are required from the

names not marked as transferred to a jury

list in any of the jurors rolls for the year

1972 or in any of the jurors rolls in the

jurors book in any preceding year for which
there is a jurors book or a certified copy
thereof in existence.

ment"^°°^ 2. This Act comes into force on the day it receives Royal
Assent.

Short title 3^ xjjjs Act may be cited as The Jurors Amendment Act,

J972 {No. 2).
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BILL 253 1972

An Act to amend The Jurors Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. The Jurors Act, being chapter 230 of the Revised Statutes
Ina^^tg^

of Ontario, 1970, is amended by adding thereto the following

section

:

98.—(1) Every list of local selectors and every jurors confirmation

roll and jury list for the selection of jurors for the rolls, etc.

year 1973 is valid notwithstanding,

(a) that it is or was prepared without regard to

the ages or occupations of persons listed

thereon

;

(6) that the occupations of any persons listed

thereon are not shown thereon

;

(c) that the occupations that are shown are

obtained from sources other than the polling

lists or assessment rolls or are added by the

county selectors or the sheriff; or

{d) that the times for the preparation, depositing

and filing thereof have not been complied
with. •

(2) Notwithstanding that a panel of jurors drafted from
JJJ®^®j^j.jqq

a jury list prepared for the year 1973 does not show not shown
on t)CLI16l

the occupations of all persons whose names appear
thereon, the panel is valid and the sheriff shall, as

soon as practicable, insert the occupations not shown
based on information obtained from any source that

he considers reliable or otherwise inform the litigants

or accused persons or their solicitors of such
occupations.
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r'*°ii8to^ (3) For the purpose of returning a panel of jurors for

for panels sittings of the courts in the year 1973,

(a) the sheriff may return a panel of jurors drafted

from the names in the proper jury list in the

jurors book for the year 1972 ; and

{b) where there is not a sufficient number of names
upon the proper jury list for the year 1972,

the sheriff shall select so many additional

persons who are qualified to serve as jurors

in the year 1973 as are required from the

names not marked as transferred to a jury

list in any of the jurors rolls for the year

1972 or in any of the jurors rolls in the

jurors book in any preceding year for which
there is a jurors book or a certified copy
thereof in existence.

co™™e°ce- 2. This Act comes into force on the day it receives Royal
Assent.

Short title 3^ j\i{^ Act may be cited as The Jurors Amendment Act,

1972 {No. 2).
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21 Elizabeth II, 1972
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Explanatory Note

The purpose of this Bill is to enable a retail purchaser of a new automobile

to have the automobile replaced with another automobile by the seller if

the buyer is not satisfied with its condition or operation in the first two
days after its delivery to him or if the seller is unable to correct a defect

during the first six months after delivery to the buyer.
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BILL 254 1972

An Act respecting
Contracts for the Retail Sale of Automobiles

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1.—(1) Every contract for the retail sale of a new auto- implied
Drovlsioris

mobile shall be deemed to include the following provisions

:

1. The buyer of the automobile, if not satisfied with

the condition or operation of the automobile, may
return it to the seller within the two-day period,

exclusive of Saturday and Sunday, immediately
following first delivery of the automobile to the

buyer, and the seller, within a reasonable time
thereafter, shall deliver and the buyer shall accept

delivery of another automobile that meets the

description of the automobile in the contract.

2. Where the buyer is of the opinion that a defect in

the automobile that affects its operation continues

to exist after the seller has made three attempts to

correct or remove the defect, the buyer may return

the automobile to the seller,

i. within the three-month period immediately
following first delivery of the automobile to

the buyer, upon payment to the seller of an
amount in dollars equal to the number of

miles the automobile has travelled multi-

plied by 0,05, or

ii. within the three-month period immediately
following the period set out in subparagraph i,

upon payment to the seller of an amount in

dollars equal to the number of miles the

automobile has travelled multiplied by 0.06,
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and the seller, within a reasonable time thereafter,

shall deliver and the buyer shall accept delivery of

another automobile that meets the description of the

automobile in the contract.

Idem (2) Where the buyer returns the automobile pursuant to

the provisions of subsection 1, such provisions apply with
respect to the automobile delivered to the buyer by the seller

in place of the returned automobile.

Commence-
ment 2. This Act comes into force on the day it receives Royal

Assent.

Short title 3, This Act may be cited as The Automobile Warranties

Act, 1972.
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BILL 255 Private Member's Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to provide for Fair Practices
in the Sale of Motor Vehicle Fuel

Mr. Deacon

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Note

The purf>ose of the Bill is to prevent the retailer of motor vehicle fuel

from misleading the consumer as to the price and origin of the motor

vehicle fuel sold by him, and to ensure that the cost of promotions and

giveaways shall not be a burden on the retailer.
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BILL 255 1972

An Act to provide for Fair Practices
in the Sale of Motor Vehicle Fuel

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. In this Act, "motor vehicle fuel" means any gas orinterpre-

liquid produced, prepared or compounded for the purpose of

generating power by means of internal combustion or that

may be used for such purpose, but does not include aviation

fuel or the products commonly known as fuel oil, coal oil or

kerosene, except when any such product is mixed or combined
with motor vehicle fuel.

2. Every retail dealer in motor vehicle fuel shall display and signs

maintain in a conspicuous place on each pump or other equip-

ment for dispensing motor vehicle fuel and on all above ground
containers, tanks or equipment for storing motor vehicle fuel,

a conspicuous sign stating,

(a) the price per gallon of the motor vehicle fuel, in-

cluding tax ; and

(6) the refinery origin of the motor vehicle fuel.

3. No retailer of motor vehicle fuel shall permit delivery Prohibition

of motor vehicle fuel into any container, tank or equipment,

other than motor vehicle fuel originating at the refinery stated

on the sign appearing on such container, tank, equipment
or on dispensing equipment attached to such container, tank
or equipment.

4. No retailer shall for the purpose of promoting the sale^*^®™

of motor vehicle fuel offer or provide directly or indirectly any
service or any article other than motor vehicle fuel at less

than cost or at a discount or rebate on the prevailing price

of any service or any article other than motor vehicle fuel,

where such service or article is normally sold by another
retailer within his trading area.
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Reuiierto 5. A retailer shall receive from the oil company, or other

promotional supplier which advertises its brand name products to the
Items

public, at no cost to the retailer, any articles, tickets, chances,

gifts, bonuses, premiums or other promotional items or

services the retailer may require to enable the retailer to

play his part as advertised in any brand or product promotion.

Contracts Q, A provision of a contract entered into before or after

this Act comes into force which is contrary to the provisions

of this Act is void.

Regrulations

Oflfence

7. The Lieutenant Governor in Council may make regula-

tions prescribing the size, type and method of attachment of

signs.

8. Every person who contravenes any provision of this Act

is guilty of an offence and on summary conviction is liable

to a fine of not more than $5,000.

Commence-
ment 9, This Act comes into force on the day it receives Royal

Assent.

Short title 10. This Act may be cited as The Motor Vehicle Fuel
Fair Practices Act, 1972.
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BILL 256 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to provide for the limited inclusion of

Grapes grown outside Ontario in Ontario Wine

The Hon. J. T. Clement
Minister of Consumer and Commercial Relations

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Note

The purpose of the Bill is to permit, for a Hmited period, the sale of

wine produced by Ontario wineries containing limited amounts of grapes

imported from outside Ontario.
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BILL 256 1972

An Act to provide for the limited inclusion of

Grapes grown outside Ontario in Ontario Wine

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) Notwithstanding any provisions of The Liquor f^^^l^^^^^^

Control Act or The Liquor Licence Act and the regulations non-oitario
^ "-' grapes

made thereunder, and subject to the approval of the Lieutenant

Governor in Council, the Liquor Control Board may make cc. 249,250'

regulations,

{a) fixing for each winery licensed under The Liquor

Control Act di quota of grapes, or the equivalent

thereof in concentrates, grown out of Ontario, that

may be used by the winery in the manufacture of

wine for the purposes set out in section 2

;

[h) prescribing the terms and conditions under which

the quotas mentioned in clause a may be used and
providing for their cancellation or reduction by the

Board

;

c prescribing the proportions in which grapes, or the

concentrates thereof, grown out of Ontario, may be

used in the manufacture of wine with grapes, or the

concentrates thereof, grown in Ontario.

(2) No winery shall use grapes or the concentrates thereof ^^^g\™**^

authorized by the quota fixed under clause a of subsection 1 manufacture

in the manufacture of wine commenced after the 1st day of

September, 1973.

2.—(1) Notwithstanding* any provisions of The Liquor ^^^°^

Control Act or The Liquor Licence Act and the regulations

made thereunder, and subject to the approval of the Liquor

Control Board, any winery licensed under The Liquor Control

Act, may,
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(a) keep for sale and sell to the Liquor Control Board

;

{b) deliver, on the order of the Liquor Control Board or of

a manager of a Government store as defined in The

ffio
^^°' Liquor Control Act, to any person named in the order

at the address therein stated ; and

(c) keep for sale and sell under the supervision and
control of the Liquor Control Board,

wine manufactured in accordance with this Act and the

regulations by the combination of grapes grown in Ontario, or

the concentrates thereof, with grapes, or the concentrates

thereof grown out of Ontario.

Offence
(2) Any contravention of subsection 1 shall be deemed to

be a contravention of section 60 of The Liquor Control Act.

Application 3, Nothing in this Act shall be construed so as to limit the

cc. 249! 280 ' application of The Liquor Control Act and The Liquor Licence

Act and the regulations thereunder except as specifically

provided herein.

Commence- 4 Xhis Act comes into force on a day to be named by the
ment , . _

, , • , •

Lieutenant Governor by his proclamation.

Short title 5, This Act may be cited as The Wine Content Act, 1972.
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BILL 256 Government Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to provide for the limited inclusion of

Grapes grown outside Ontario in Ontario Wine

The Hon. J. T. Clement
Minister of Consumer and Commercial Relations

{Reprinted as amended by the Committee of the Whole House)

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Note

The purpose of the Bill is to permit, for a limited period, the sale of

wine produced by Ontario wineries containing limited amounts of grapes

imported from outside Ontario.
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BILL 256 1972

An Act to provide for the limited inclusion of

Grapes grown outside Ontario in Ontario Wine

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1.—(1) Notwithstanding any provisions of The Liquor f^J^^^^^^^
Control Act or The Liquor Licence Act and the regulations non-Ontario

made thereunder, and subject to the approval of the Lieutenant

Governor in Council, the Liquor Control Board may make cc. 249,250'

regulations,

(a) fixing for each winery licensed under The Liquor

Control Act a. quota of grapes, or the equivalent

thereof in concentrates, grown out of Ontario, that

may be used by the winery in the manufacture of

wine for the purposes set out in section 2

;

{b) prescribing the terms and conditions under which
the quotas mentioned in clause a may be used and
providing for their cancellation or reduction by the

Board

;

(c) prescribing the proportions in which grapes, or the

concentrates thereof, grown out of Ontario, may be
used in the manufacture of wine with grapes, or the

concentrates thereof, grown in Ontario.

(2) A winery shall not, after the 1st day of September, J^^^n"""*^
1973, introduce into the manufacture of wine any part of '"*""f*°'^"'"6

the quota of grapes or concentrates thereof fixed under clause

a of subsection 1

.

2.—(1) Notwithstanding- any provisions of The Liquor ^^^o^

Control Act or The Liquor Licence Act and the regulations

made thereunder, and subject to the approval of the Liquor
Control Board, any winery licensed under The Liquor Control

Act, may,
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(a) keep for sale and sell to the Liquor Control Board

;

(b) deliver, on the order of the Liquor Control Board or of

Rso. 1970, a manager of a Government store as defined in The
Liquor Control Act, to any person named in the order

at the address therein stated ; and

(c) keep for sale and sell under the supervision and
control of the Liquor Control Board,

wine manufactured in accordance with this Act and the

regulations by the combination of grapes grown in Ontario, or

the concentrates thereof, with grapes, or the concentrates

thereof grown out of Ontario.

Offence
(2) Any contravention of subsection 1 shall be deemed to

be a contravention of section 60 of The Liquor Control Act.

^FR^so^^i^a ^' Noth''^g i" this Act shall be construed so as to limit the

cc. 249! 250 ' application of The Liquor Control A ct and The Liquor Licence

Act and the regulations thereunder except as specifically

provided herein.

m°e^t"^°*^^
4. This Act comes into force on a day to be named by the

Lieutenant Governor by his proclamation.

Short title 5, This Act may be cited as The Wine Content Act, 1972.
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BILL 256 1972

An Act to provide for the limited inclusion of

Grapes grown outside Ontario in Ontario Wine

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1.—(1) Notwithstanding any provisions of The Liquor ^f^^^^°^^
Control Act or The Liquor Licence Act and the regulations non-ontario

•
.

" grapes
made thereunder, and subject to the approval of the Lieutenant

Governor in Council, the Liquor Control Board may make cc. 249,250'

regulations,

{a) fixing for each winery licensed under The Liquor

Control Act a. quota of grapes, or the equivalent

thereof in concentrates, grown out of Ontario, that

may be used by the winery in the manufacture of

wine for the purposes set out in section 2

;

(b) prescribing the terms and conditions under which
the quotas mentioned in clause a may be used and
providing for their cancellation or reduction by the

Board

;

(c) prescribing the proportions in which grapes, or the

concentrates thereof, grown out of Ontario, may be
used in the manufacture of wine with grapes, or the

concentrates thereof, grown in Ontario.

(2) A winery shall not, after the 1st day of September, ^a^jn"'"^*^

1973, introduce into the manufacture of wine any part of '"^"^^f^cture

the quota of grapes or concentrates thereof fixed under clause

a of subsection 1

.

2.— (1) Notwithstanding- any provisions of The Liquor ^^^^^

Control Act or The Liquor Licence Act and the regulations

made thereunder, and subject to the approval of the Liquor

Control Board, any winery licensed under The Liquor Control

Act, may,
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(a) keep for sale and sell to the Liquor Control Board

;

{b) deliver, on the order of the Liquor Control Board or of
R-80. 1970. a manager of a Government store as defined in The

Liquor Control Act, to any person named in the order

at the address therein stated ; and

(c) keep for sale and sell under the supervision and
control of the Liquor Control Board,

wine manufactured in accordance with this Act and the

regulations by the combination of grapes grown in Ontario, or

the concentrates thereof, with grapes, or the concentrates

thereof grown out of Ontario.

Offence
^2) Any contravention of subsection 1 shall be deemed to

be a contravention of section 60 of The Liquor Control Act.

o/S^s°o^mo
^* ^°*hing in this Act shall be construed so as to limit the

cc. 249; 250 ' application of The Liquor Control Act and The Liquor Licence

Act and the regulations thereunder except as specifically

provided herein.

Sent"*°°^ 4. This Act comes into force on a day to be named by the

Lieutenant Governor by his proclamation.

Short title 5, This Act may be cited as The Wine Content Act, 1972.
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Explanatory Notes

Section 1. Regulations affecting public libraries are no longer made
under The Ministry of Education Act and reference thereto is deleted from
the definition of "regulations" for the purposes of the Act.

Section 2. Section 10 which disqualifies a member of a library board
who has a pecuniary interest in a contract with the board or a pecuniary
claim against the board is repealed. This matter will be dealt with by
disclosure under the new Municipal Conflict of Interest Act, 1972.
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BILL 257 1972

An Act to amend The Public Libraries Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1. Clause e of section 1 of The Public Libraries Act, being l^^^^^^^^j

chapter 381 of the Revised Statutes of Ontario, 1970, as

amended by the Statutes of Ontario, 1972, chapter 1, section

17, is further amended by striking out "or The Ministry of
Education Act" in the second line and in the amendment of

1972.

2. Section 10 of the said Act is repealed. 8.10,
repealed

3.—(1) This Act, except section 2, comes into force on the^°^™®°°®-
day it receives Royal Assent.

(2) Section 2 comes into force on a day to be named by^**®™
the Lieutenant Governor by his proclamation.

4. This Act may be cited as The Public Libraries Amendment ^^°^ ""®

Act, 1972.
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Explanatory Note

The purpose of this Bill is to provide a self-contained, comprehensive and
exclusive code of the corporate law applicable to co-operatives. This Bill

deals with the incorporation, operation, management and dissolution of co-

operatives both with and without share capital in the light of recommendations

made by the 1971 Report on Co-operatives by the Select Committee on

Company Law.

Among the major provisions of the Bill are the following:

1. Provision is made for the appointment of a Director of Co-Operative

Services responsible for administering the legislation affecting

co-operatives. (Section 2).

2. Procedure for the incorporation of a co-operative is substantially the

same as that under The Business Corporations Act. I ncorporation of a

co-operative is made a matter of right. (Sections 4, 5 and 6).

3. The use of the word "co-operative" or its abbreviation by a partner-

ship, organization, society or association is prohibited. (Section 7(3))

.

4. The present legislation requiring by-laws of a co-operative to be

filed with the provincial authority is eliminated. Co-operatives will

continue to file their financial statements in an office of public

record. (Section 141).

5. A co-operative may be required to furnish information to the

Director of Co-operative Services upon his request. (Section 142.)

6. A co-operative is required to conduct a minimum of 50 per cent of its

^ business with its members, calculated on a three year running

average. The Minister may, after a hearing, order the conversion

of a co-operative into a business corporation if the co-operative

fails to transact the minimum amount of member business.

(Section 144).

7. The Minister is empowered on his own initiative, and required

upon the request of 10 per cent of the members, to investigate the

affairs of a co-operative. If it is determined that the affairs of the

co-operative are not being conducted in accordance with the Act,

the Minister is empowered to commence proceedings for the winding

up of the co-operative, to cancel its certificate of incorporation or to

refer the report of the inspection to the Attorney General. (Sec-

tion 148).

8. Admission to membership in a co-operative is made a matter for

action by the board of directors. The Act contains no statement or

provision on the matter of open membership. (Section 61(2)).

9. The transfer of membership is required to be approved by the

board of directors. (Sections 40 and 62).

10. Provision is made for the withdrawal by a member from the co-

operative. The member may elect to leave all or part of his

investment in the co-operative or may require the co-operative to

repay his investment. The co-operative is required to repay that

investment, except term loans, within six months. In certain

circumstances this period may be extended. (Section 64).
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11. A co-operative may expel a member by resolution of the board of

directors where that member is given notice of a hearing, the grounds

upon which it is sought to expel him and the right to appear at that

meeting. A person expelled is given the right to appeal to the member-
ship of the co-operative at the next annual or general meeting. An
expelled member's investment must be repaid by the co-operative

within one year of expulsion. (Section 66).

12. No change is made in the principle of one member, one vote.

Voting by proxy continues to be prohibited. No change is made
in respect of delegate voting. (Sections 76 and 24).

13. No limit is imposed on the size of a member's investment in the

co-operative.

14. Persons of the age of sixteen years may be admitted as members of

the co-operative and for purposes of contracts with the co-operative,

become SMt\;'Mm. (Section 63).

15. The minimum number of members of a co-operative is set at live.

(Sections 5(1) and 145).

16. Provisions drawn from The Business Corporations Act dealing with

representative actions on behalf of the co-operative, requisitions of

by-laws or resolutions, circulation of members' resolutions, requisi-

tion for members' meeting and requisition of members' meeting by
court order are introduced. (Sections 66, 70, 71, 79 and 80).

17. Dividends payable by a co-operative with share capital are limited

to 8 per cent. The interest rate payable on loans by a co-operative

without share capital is fixed at 8 per cent. This same limit applies

to the interest rate on compulsory loans of patronage returns.

(Sections 54, 58(2), 49(1) and 56(4)).

18. The interest rate payable on loans, not representing loans made as a

condition of membership or compulsory investment, is not limited.

(Section 49(2)).

19. The role of the board of directors is defined as to manage or

supervise the affairs of the co-operative. The minimum number of

directors is fixed at five. A majority of these must be resident

Canadians as defined. (Sections 96(1), 85(2) and 85(3)).

20. Co-operatives which are now in existence are given a period of two
years during which to bring the number of their directors to five.

(Section 88(2)).

21. A director must be a member of the co-operative at the time of his

election and throughout his term of office. The co-operative may
enact a by-law to require directors to conduct a minimum annual

volume of business with the co-operative. (Sections 87 and 21 (d) ).

22. Cumulative voting for directors is not permitted. (Section 91).

23. The standard of care, diligence and skill imposed on directors and
officers of a co-operative is the same as that imposed upon directors

and officers of a business corporation by section 144 of The Business

Corporations Act. (Section 108).

24. The disclosure of interest in contracts by directors of a co-operative

is of the same as that required of directors of a business corporation.
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A director of a co-operative is not required to disclose his interest

in a contract that is of a type available to all members of the

co-operative. (Section 98).

25. Insiders of a co-operative are not required to file insider trading

reports. However, insiders are liable to compensate any person

for any direct loss suffered by such a person as a result of an insider

transaction. (Section 111).

26. A director is subject to removal before the expiry of his term by
resolution passed by a majority of the members at a general

meeting. (Section 104).

27. Subject to a solvency test, a co-operative may repurchase its

issued shares. The shares may be cancelled by the board of directors

at the time of purchase or held for resale. (Section 32).

28. Provisions substantially the same as those of The Business Corpora-

tions Act dealing with the appointment of auditors and the annual

audit are introduced. Persons related or associated with the auditor

of a co-operative may not be appointed as receiver or trustee in

bankruptcy for the co-operative. (Sections 124 and 126).

29. Directors are empowered but not required to elect an audit com-
mittee. If an audit committee is not elected, the auditor is

entitled to receive notice of and to attend meetings of directors at

which the financial statements are to be approved and upon the

request of the auditor the co-operative shall convene a meeting of

directors to consider any matters the auditor wishes to bring to

their attention. (Sections 138 and 139(2)).

30. Unless a co-operative has fifteen or fewer members, capital not

exceeding $15,000, assets not exceeding $50,000 or sales not exceeding

$100,000 and unless all members consent in writing, the co-operative

must have its financial statements audited. (Section 123).

31. The financial disclosure requirements applicable to co-operatives

with and without share capital are parallel. The reporting require-

ments are as much as possible the same as for a business corpora-

tion. Certain amendments to the present financial disclosure require-

ments are made for patronage returns and member loans. The
financial statements must contain a note referring to the percentage

of non-member business transacted during the year. (Sections 127

to 137).

32. Before a co-operative may issue any securities, it must file and
obtain a receipt for an offering statement. This offering statement

must provide full, true and plain disclosure of all material facts

relating to the securities proposed to be issued. Notice is required to

be given of any material change. This offering statement is open

to inspection by the public at the office of the Ministry and must
be made available at the head office of the co-operative during

normal business hours. The material to be disclosed by this offering

statement will be set out in regulations. (Sections 34 to 38).

33. Where the co-operative is authorized to do so by resolution of

the board of directors and where it is necessary to enable the

co-operative to improve its services to its members, the co-operative

may acquire and hold securities in any other corporation having
objects in whole or in part similar to those of the co-operative.

(Section 15(2) par. 5).
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34. While no special provision is made for direct charge co-operatives,

they are exempted from the general provisions relating to distribu-

tion of net surplus. (Sections 1(1) par. lU and bb(\) ).

35. Where a co-operative by operation of a compulsory marketing plan

is prevented from allocating patronage returns to members, provision

is made to deem deliveries made by members to the marketing

board to have been made to the co-operative. Where a marketing

plan otherwise operates to deprive a co-operative of its ability to deal

directly with its members, the Minister may upon application by the

co-operative convert it to a business corporation. (Sections 55(5)

and 143).

36. A co-operative, where empowered by by-law, may make percentage

deductions according to volume from amounts due to members
from the marketing of their produce through the co-operative, and
retain this money as compulsory loans to the co-operatives upon
such terms as the by-law provides. The maximum rate of interest

on these compulsory loans is set at 8 per cent. (Section 57).

37. The minimum par value of co-operative shares is reduced from $5.00

to $1.00. (Section 25(2)).

38. Co-operative loan and share certificates must set out the co-operative

name and the words "a co-operative incorporated under the law of

the Province of Ontario". The words "Transfer of these shares is

restricted" must be noted conspicuously on the certificate. (Section

46).

39. Co-operatives may dissolve by filing articles of dissolution. The
sections of The Business Corporations Act dealing with winding up
are made applicable to the winding up of co-operatives. (Sections

161 to 165).

40. Non-conforming provisions in the letters patent and by-laws of

co-operatives now in existence continue to be valid for 3 years

after the coming into force of this Bill. (Section 187).
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BILL 258 1972

The Co-operative Corporations Act, 1972

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

l.-(l) In this Act. Sr
1. "articles of incorporation" or "articles" means the

original or restated articles of incorporation, articles

of amalgamation, letters patent, supplementary

letters patent, a special Act and any other instru-

ment by which a co-operative is incorporated, and
includes any amendments thereto

;

2. "authorized capital" means the authorized capital

as determined under section 25

;

3. "certificate of incorporation" includes letters patent,

a special Act or any other instrument by which a

co-operative is incorporated

;

4. "certified copy" means,

i. in relation to a document of a co-operative,

a copy of the document certified to be a true

copy under the seal of the co-operative and
signed by an officer thereof,

ii. in relation to a document issued by a court,

a copy of the document certified to be a true

copy under the seal of the court and signed by
the registrar or clerk thereof,

iii. in relation to a document irf the custody of

the Ministry, a copy of the document certified

to be a true copy under the seal of the
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Minister and signed by the Minister or by such

officer of the Ministry as is designated by the

regulations

;

5. "co-operative" means a corporation carrying on an
enterprise on a co-operative basis and to which this

Act appHes, and includes an association of co-

operatives
;

6. "co-operative basis" means organized, operated and

administered upon the following principles and
methods,

i. each member or delegate has only one vote,

ii. no member or delegate may vote by proxy,

iii. interest on loan capital and dividends on share

capital are limited to a percentage fixed by
this Act or the articles of incorporation, and

iv. the enterprise of the corporation is operated

as nearly as possible at cost after providing

for reasonable reserves and the payment or

crediting of interest on loan capital or

dividends on share capital ; and any surplus

funds arising from the business of the organiza-

tion, after providing for such reasonable

reserves and interest or dividends, unless used

to maintain or improve services of the

organization for its members or donated for

community welfare or the propagation of co-

operative principles, are distributed in whole
or in part among the members in proportion

to the volume of business they have done with

or through the organization

;

7. "corporation" means a corporation with or without
share capital whether or not it is a co-operative

to which this Act applies

;

8. "court" means the Supreme Court of Ontario pre-

sided over by one of those judges of the High Court
who are designated by the Chief Justice of the High
Court for the purpose of hearing applications under
this Act

;

*

9. "debt obligation" means a bond, debenture, note or

other similar obligation of a corporation, whether
secured or unsecured

;
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10. "direct charge co-operative" means a co-operative

that deals with its members and prospective members
only in products or services on a cost basis and that

directly charges its members a fee to cover the

operating expenses of the co-operative

;

11. "financial statement" means a financial statement

referred to in section 128;

12. "issued capital" means the issued capital as deter-

mined under section 29

;

13. "member" means a person who is a member of a

co-operative pursuant to the provisions of this Act

or the articles and by-laws of the co-operative

governing membership

;

14. "Minister" means the Minister of Consumer and
Commercial Relations or such other member of the

Executive Council to whom the administration of

this Act may be assigned

;

15. "Ministry" means the Ministry of the Minister;

16. "officer" means the chairman or any vice-chairman

of the board of directors, the president, any vice-

president, the secretary, any assistant secretary, the

treasurer, any assistant treasurer, the general manager,

or any other person designated an officer by by-law

or by resolution of the directors or any other in-

dividual who performs functions for the co-operative

similar to those normally performed by an individual

occupying any such office

;

17. "personal representative", where used with reference

to the holding of shares or loans or the exercise of

a member's rights in that capacity, means in the

capacity of an executor, administrator, guardian,

tutor, trustee, receiver or liquidator of the member,
shareholder or lender or the committee of or curator

to the member, shareholder or lender who is a

mentally incompetent person

;

18. "prescribed" means prescribed by the regulations;

19. "regulations" means the regulations made under

this Act

;

20. "related person", where used to indicate a relation-

ship with any person, means.
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i. any spouse, son or daughter of that person, or

ii. any relative of such person or of his spouse,

other than a relative referred to in sub-

paragraph i, who has the same home as such

person

;

21. "resident Canadian" means a Canadian citizen who
is ordinarily resident in Canada;

22. "security" means any share of any class of shares

or any debt obligation of a corporation

;

23. "senior officer" means,

i. the chairman or any vice-chairman of the

board of directors, the president, any vice-

president, the secretary, the treasurer or the

general manager of a co-operative or any other

individual who performs functions for the

co-operative similar to those normally per-

formed by an individual occupying any such

office, and

ii. each of the five highest paid employees of a

co-operative, including any individual referred

to in subparagraph i

;

24. "special resolution" means a resolution that is not

effective until it is,

i. passed by the directors of a co-operative, and

ii. confirmed, with or without variation, by at

least two-thirds of the votes cast at a general

meeting of the members of the co-operative

duly called for that purpose, or such greater

proportion of the votes cast as the articles

provide.

tatfon^^ (2) For the purposes of this Act, a corporation shall be
subsidiary deemed to be a subsidiary of a co-operative if, but only if,

it is controlled by that co-operative.

?o-^(^rative (^) ^^^ ^^^ purposes of this Act, a co-operative shall be

deemed to be a corporation's holding co-operative if, but only

if, that corporation is its subsidiary.

Control
(4) For the purposes of this Act, a subsidiary shall be

deemed to be controlled by one or more other corporations if,

but only if,

258



(a) shares of the subsidiary carrying more than 50 per

cent of the votes for the election of directors are held,

other than by way of security only, by or for the

benefit of such one or more other corporations; and

(6) the votes carried by such shares are sufficient, if

exercised, to elect a majority of the board of

directors of the subsidiary.

(5) For the purposes of this Act, a co-operative is insolvent ^°^°^^®'^'^^

if its liabilities exceed the realizable value of its assets or if

the co-operative is unable to pay its debts as they become due.

(6) In determining the number of members of a co-operative, ^'^™^|^g°^

for the purposes of this Act, two or more persons holding the

same share or shares jointly shall be counted as one member.

2. The Minister may delegate in writing any of his duties
^j.^^j^q'JJ^'

or powers under this Act to any public servant in the Ministry.

3. This Act, except where it is otherwise expressly pro-''^PP^**^*^^°'^

vided, applies,

{a) to every corporation incorporated as a co-operative by
or under a general or special Act of the Parliament of

the former Province of Upper Canada

;

(b) to every corporation incorporated as a co-operative by
or under a general or special Act of the Parliament

of the former Province of Canada that has its head
office and carries on business in Ontario and that

was incorporated with objects to which the authority

of the Legislature extends ; and

(c) to every corporation incorporated as a co-operative by
or under a general or special Act of the Legislature,

but this Act does not apply to a corporation to which The^-^^-^^^'

Credit Unions Act applies.

INCORPORATION

4.— (1) A co-operative may be incorporated under this [°^°''p°''*-

Act for any lawful objects to which the authority of the

Legislature extends, except those of a corporation the incor-

poration of which is provided for in any other Act.

(2) Where the practice of a profession is governed by an ^'°^®^**°°*

Act, a co-operative may be incorporated to practise the

profession only if such Act expressly permits the practice of

the profession by a co-operative and subject to the provisions

of such Act.
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Articles of
incorporation

5.— (1) Five or more persons, being corporations or natural

persons who are of the age of eighteen years or more, may
incorporate a co-operative with or without share capital by
signing and delivering to the Minister in duplicate articles

of incorporation.

Contents of (2) Subject to subsection 3, articles of incorporation shall

set out the following particulars

:

1. The name of the co-operative to be incorporated.

2. The objects for which the co-operative is to be incor-

porated.

3. The place in Ontario where the head office of the

co-operative is to be located, giving the municipality

and the county or district or, where the head office

is to be located in territory without municipal

organization, the geographic township and district

and the address giving the street and number,
if any.

4. The number of directors of the co-operative and the

names in full and the residence addresses, giving the

street and number, if any, of each person who is to

be a first director of the co-operative.

5. The name in full, and the residence address, giving

the street and number, if any, of each of the

incorporators.

Idem
(3) In addition to the particulars required to be set out

in subsection 2, articles of incorporation shall state,

(a) where there is to be share capital,

(i) the authorized capital, the classes of shares,

if any, into which it is to be divided, the

number of shares of each class and the par

value of each share,

(ii) where there are to be preference shares, the

designations, preferences, rights, conditions,

restrictions, limitations or prohibitions attach-

ing to them or each class of them,

m

IV

the restrictions to be placed on the transfer

of its shares or any class thereof, and

the class and number of shares to be taken

by each incorporator and the amount to be

paid therefor;
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(b) where there is to be no share capital,

(i) the amount of the membership fee,

(ii) the authorized loan capital,

(iii) the restrictions to be placed on the transfer

of member loans,

(iv) the classes of membership, if any, setting forth

the designation of and the terms and con-

ditions attaching to each class of membership,

and

(v) the amount of a minimum member loan, if

any,

and any other matter required by this Act or the regulations

to be set out in the articles.

(4) The articles may set out any provision that is authorized ^^^^

by this Act to be set out in the articles or that could be the

subject of a by-law of the co-operative.

(5) Where the articles name as a first director a person ^0^86°^^°^^^.

who is not an incorporator, the articles shall have attached

thereto his written and signed consent to act as a first

director.

(6) The signature of each incorporator and of each first
'^^^^*^*^^

director and the fact that each incorporator who is a natural

person and each first director is of the age of eighteen years

or more shall be verified by affidavit.

6.—(1) If the articles conform to law and the approval of
p^f^^^^^*^

°^

any person or body required by statute to approve the tion

incorporation has been given, the Minister shall, when all

prescribed fees have been paid,

(a) endorse on each duplicate of the articles the word
"Filed" and the day, month and year of the filing

thereof

;

(b) file one of the duplicates in his office ; and

(c) issue to the incorporators or their agent a certificate

of incorporation to which he shall affix the other

duplicate.
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Idem
(2) A co-operative comes into existence upon the date set

forth in its certificate of incorporation.

Idem (3) A certificate of incorporation is conclusive proof that

all conditions precedent required to be performed by the

incorporators have been complied with and that the co-

operative has been incorporated under this Act, except in a

proceeding under section 166 to cancel the certificate for

cause.

NAME

co-operative
'^

•

— (^) ^^^ Corporate name of a co-operative shall include

the word "co-operative" as part thereof.

Idem
(2) Where a co-operative or any director, officer, employee

or member uses the name of the co-operative, the word "co-

operative" may be abbreviated to "co-op".

Idem (3) No corporation, association, partnership or individual

not being a co-operative to which this Act applies shall use in

Ontario a name that includes the word "co-operative" or any
abbreviation or derivation thereof whether or not the word,

abbreviation or derivation is used in or in connection with

the name.

Idem

R.S.0. 1970,
C.96

(4) Subsection 3 does not apply to a corporation incorporated

by or under the authority of the Parliament of Canada, to a

corporation granted an extra-provincial licence, to a corporation

incorporated under the laws of Ontario before the 12th day of

April, 1917, or to a corporation to which The Credit Unions

Act applies.

^Lfmited" (^) ^^^ name of a co-operative shall have the word
"incor- "Limited", "Incorporated" or "Corporation" or its corre-
porated ,

' '

"Corporation" spending abbreviation "Ltd.", "Inc." or "Corp." as the last

word thereof.

Use of
name

Co-operative
name

8. Notwithstanding section 7, a co-operative may use its

name in such form and in such language as the articles provide

and as the Minister approves.

9.—(1) The name of a co-operative shall not,

(a) be the same as or similar to the name of a known
corporation, association, partnership or individual

whether in existence or not if its use would be likely

to deceive, except where the corporation, association,

partnership or individual signifies its or his consent in

writing to the use of the name in whole or in part,

and, if required by the Minister,
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(i) in the case of a corporation, undertakes to

dissolve or change its name to a dissimilar

name within six months after the filing of the

articles or amendment by which the name is

acquired, or

(ii) in the case of an association, partnership or

individual, undertakes to cease to carry on its

or his business or activities, or change its or

his name to a dissimilar name, within six

months after the filing of the articles or amend-
ment by which the name is acquired

;

{b) suggest or imply a connection with the Crown or the

Government of Canada or the government of a muni-

cipality or any province or territory of Canada or any
department, branch, bureau, service, agency or

activity of any such government or municipality

without the consent in writing of the appropriate

authority

;

(c) suggest or imply a connection with a political party

or a leader of a political party

;

{d) contain any word or phrase that indicates or implies

that it is incorporated for any object other than

one or more of the objects set out in its articles;

(e) contain any word or phrase or any abbreviation or

derivation thereof, the use of which is prohibited or

restricted under any other Act unless in the latter

case the restrictions are complied with ; or

(/) in the opinion of the Minister, be objectionable on

any public grounds.

(2) If a co-operative through inadvertence or otherwise has change of

acquired a name contrary to subsection 1, the Minister may, objectionable

after he has given the co-operative an opportunity to be

heard, issue a certificate of amendment to the articles changing
the name of the co-operative to the name specified in the

certificate, and, upon the issuance of the certificate of amend-
ment, the articles are amended accordingly.

(3) Where an undertaking referred to in clause a of subsection ^^^^'^^^^^

1 is given by a co-operative and the undertaking is not carried undertaking

out within the time specified, the Minister may, after giving

the co-operative an opportunity to be heard, issue a certificate

of amendment to the articles changing the name of the co-

operative to the name specified in the certificate, and, upon the

issuance of the certificate of amendment, the articles are

amended accordingly.
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Idem
(4) Where an undertaking referred to in clause a of subsection

1 is given by a corporation to which this Act does not apply

or by an association, partnership or individual and the under-

taking is not carried out within the time specified, the Minister

may, after giving the co-operative that acquired the name by
virtue of such undertaking an opportunity to be heard, issue a

certificate of amendment to the articles changing the name of

the co-operative to the name specified in the certificate, and,

upon the issuance of the certificate, the articles are amended
accordingly.

t?affect°°*^
10. A change in the name of a co-operative does not affect

rights, etc. its rights or obligations.

Unauthorized
use of
"Limited",
etc.

11. Where a co-operative carries on business or identifies

itself to the public in a name or style other than as provided

in the articles, such name or style shall not include the word
"Limited", "Incorporated" or "Corporation" or any abbre-

viation thereof.

Reservation
of name 12.—(1) Any person may, on application in writing and on

the payment of the prescribed fee, reserve a corporate name
for the use and benefit of the applicant or his nominee for a

period of ninety days or such lesser period as he specifies,

if the name is at the time not contrary to section 9.

Idem
(2) During the period for which the name has been reserved,

no corporation shall acquire the name or a similar name without
the consent in writing of the person for whose use and benefit

the name has been reserved.

SEAL AND HEAD OFFICE

Co
sea.

rpo:rate 13.—(1) A co-operative shall have a seal which shall be
adopted and may be changed by resolution of the directors.

Idem
(2) The name of the co-operative shall appear in legible

characters on the seal.

Head
office

14.— (1) Subject to subsection 2, a co-operative shall at all

times have its head office at the place in Ontario where the

articles provide that the head office is to be located.

Change of
head office (2) A co-operative may by by-law change the municipality

or geographic township in which its head office is located to

another place in Ontario.

municipality (^) Where the location of the head office of a co-

amaigwna'ted ^P^'^^^^^^ ^^ changed by reason only of the annexation or

amalgamation of the place in which the head office is located
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to or with another municipality, such change does not con-

stitute and has never constituted a change within the mean-
ing of subsection 2.

(4) The co-operative shall, within ten days after a by-law ^^i^°|^°^

passed under subsection 2 has been confirmed by the members,
file a certified copy of the by-law with the Minister.

(5) A co-operative may by resolution of the directors change ^e§f®°^
the location of its head office within a municipality or geo- address

graphic township and shall, within ten days after the passing

of the resolution, file with the Minister notice of the change
giving the address including the street and number, if any,

of the new location.

(6) Failure to comply with subsection 4 or 5 does not validity

affect the validity of the by-law or resolution.

POWERS

General

15.— (1) Every co-operative has power, corporate
^ I J r r charac-

teristics

{a) to have perpetual succession

;

(6) to contract and sue and be sued in its corporate

name ; and

(c) to carry on business in or identify itself to the

public by a name or style other than its corporate

name.

(2) A co-operative has power as incidental and ancillary incidental
J I . ..^., -^ powers

to the objects set out m its articles,

1. to carry on any other business capable of being

conveniently carried on in connection with its

business or likely to enhance the value of any of its

property or rights

;

2. to acquire or undertake the whole or any part of the

business, property and liabilities of any person

carrying on any business that the co-operative is

authorized to carry on

;

3. to apply for, register, purchase, lease, acquire, hold,

use, control, license, sell, assign or dispose of

patents, patent rights, copyrights, trade marks,

formulae, licences, inventions, processes, distinctive

marks and similar rights

;
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4. to enter into partnership or into any arrangement
for sharing of profits, union of interests, co-operation,

joint adventure, reciprocal concession or otherwise

with any person or corporation carrying on or

engaged in or about to carry on or engage in any
business or transaction that the co-operative is

authorized to carry on or engage in or any business

or transaction capable of being conducted so as to

benefit the co-operative

;

5. where authorized to do so by resolution of the
board of directors and where it is necessary to

enable the co-operative to improve its services to

its members, to take or otherwise acquire and hold
securities in any other corporation having objects

altogether or in part similar to those of the co-

operative or carrying on any business capable of

being conducted so as to benefit the co-operative

;

6. to lend money to any other corporation or any firm

or person having dealings with the co-operative or

with whom the co-operative proposes to have
dealings or to any other corporation any of whose
shares are held by the co-operative

;

7. to apply for, secure or acquire by grant, legislative

enactment, assignment, transfer, purchase or other-

wise, and to exercise, carry out and enjoy any
charter, licence, power, authority, franchise, con-

cession, right or privilege, that any government or

authority or any corporation or other public body
may be empowered to grant, and to pay for, aid

in and contribute towards carrying it into effect and
to assume any liabilities or obligations incidental

thereto

;

8. to establish and support or aid in the establishment
and support of associations, institutions, funds or

trusts for the benefit of employees or former em-
ployees of the co-operative or its predecessors, or

the dependants or connections of such employees
or former employees, and grant pensions and allow-

ances, and make payments towards insurance or for

any object similar to those set forth in this para-

graph, and to subscribe or guarantee money for

charitable, benevolent, educational or religious ob-

jects or for any exhibition or for any public, general

or useful objects;

9. to promote any corporation for the purpose of

acquiring or taking over any of the property and
liabilities of the co-operative or for any other pur-

pose that may benefit the co-operative

;
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10. to purchase, lease, take in exchange, hire or other-

wise acquire any personal property and any rights

or privileges that the co-operative considers necessary

or convenient for the purposes of its business;

11. to construct, maintain and alter any buildings or

works necessary or convenient for its objects;

12. to acquire by purchase, lease or otherwise and hold

any land or interest therein necessary for its actual

use and occupation or for carrying on its undertaking,

and, when no longer necessary therefor, to sell,

alienate or convey it

;

13. to take, hold and alienate real and personal property

that has in good faith been mortgaged to the co-

operative by way of security for, or conveyed to it

in satisfaction of, debts previously contracted in the

course of its business, or purchased at judicial

sales upon levy for such indebtedness, or other-

wise purchased for the purpose of avoiding a loss

to the co-operative;

14. to construct, improve, maintain, work, manage,
carry out or control any roads, ways, tramways,
branches or sidings, bridges, reservoirs, water-

courses, wharves, manufactories, warehouses, electric

works, shops, stores and other works and con-

veniences that may advance the interests of the co-

operative and contribute to, subsidize or otherwise

assist or take part in the construction, improve-

ment, maintenance, working, management, carrying

out or control thereof;

15. to raise and assist in raising money for, and aid by
way of bonus, loan, promise, endorsement, guarantee

or otherwise, any person or corporation and guarantee

the performance or fulfilment of any contracts or

obligations of any person or corporation, and in

particular guarantee the payment of the principal

of and interest on the debt obligations of any such

person or corporation

;

16. to draw, make, accept, endorse, discount, execute

and issue bills of exchange, promissory notes, bills of

lading, warrants and other negotiable or transferable

instruments;

17. where authorized to do so by a special resolution

and by such additional authorization as the articles

provide, to sell, lease, exchange or otherwise dispose
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of all or substantially all the property of the co-

operative for such consideration as the co-operative
thinks fit;

18. to sell, improve, manage, develop, exchange, lease,

dispose of, turn to account or otherwise deal with the
property of the co-operative in the ordinary course
of its business

;

19. to adopt such means of making known the products
or services of the co-operative as may seem expedient,

and in particular by advertising, by purchase and
exhibition of works of art or interest, by publication

of books and periodicals and by granting prizes and
rewards and making donations;

20. to cause the co-operative to be registered and re-

cognized in any foreign jurisdiction or any province
or territory of Canada, and designate persons therein

according to the laws of that foreign jurisdiction or

that province or territory of Canada to represent the
co-operative and to accept service for and on behalf

of the co-operative of any process or suit;

21. to allot and issue fully-paid shares of the co-operative
in payment or part payment of any property pur-

chased or otherwise acquired by the co-operative or

for any past services performed for the co-operative

;

22. to distribute among the members of the co-operative

in cash, kind, specie or otherwise as may be resolved,

by way of dividend, bonus or in any other manner
deemed advisable, any property of the co-operative,

but not so as to decrease the capital of the co-

operative unless the distribution is made for the

purpose of enabling the co-operative to be dissolved

or the distribution, apart from this paragraph, would
be otherwise lawful;

23. to establish agencies and branches;

24. to take or hold mortgages, hypothecs, liens and
charges to secure payment of the purchase price,

or of any unpaid balance of the purchase price, of

any part of the property of the co-operative of

whatsoever kind sold by the co-operative, or for any
money due to the co-operative from purchasers and
others and to sell or otherwise dispose of any such
mortgage, hypothec, lien or charge;
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25. to pay all costs and expenses of or incidental to the

incorporation and organization of the co-operative;

26. to invest and deal with the moneys of the co-operative

not immediately required for the objects of the co-

operative in such manner as may be determined;

27. to do any of the things authorized by this subsection

and all things authorized by its articles as principals,

agents, contractors, trustees or otherwise, and either

alone or in conjunction with others;

28. to do all such other things as are incidental or con-

ducive to the attainment of the objects and the

exercise of the powers of the co-operative.

(3) Any of the powers set out in subsection 2 may be with-
^^^j-tfcies

held or limited by the articles.

(4) Every co-operative may exercise its powers beyond the Powers to

boundaries of Ontario to the extent to which the laws in of Ontario

force where the powers are sought to be exercised permit,

and may accept extra-provincial powers and rights.

16.— (1) No act of a co-operative and no transfer of real Acting
1 1 1 • 1 r 1

outside
or personal property to or by a co-operative, otherwise lawful, powers

that is heretofore or hereafter done or made, is invalid by
reason of the fact that the co-operative was without capacity

or power to do such act or make or receive such transfer, but
such lack of capacity or power may be asserted,

(a) in a proceeding against the co-operative by a member
under subsection 2

;

(b) in a proceeding by the co-operative, whether acting

directly or through a receiver, liquidator, trustee or

other legal representative or through members in a

representative capacity, against a director or officer

or former director or officer of the co-operative; or

(c) as cause for the cancellation of the certificate of

incorporation of the co-operative under section 166.

(2) A member of a co-operative may apply to a court of^^^^**°*°*

competent jurisdiction for an order to restrain the co-operative

from doing any act or transferring or receiving the transfer

of real or personal property on the ground that the co-operative

lacks capacity or power for the purpose, and the court may,
if it considers it to be just and equitable, grant an order

prohibiting the co-operative from doing the act or transferring
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or receiving the transfer of the real or personal property, but,

where the act or transfer sought to be restrained or prohibited

is being or to be done or made under a contract to which

the co-operative is a party,

(a) all the parties to the contract shall be parties to the

proceeding

;

(b) the court in granting the order may set aside the

contract and allow the co-operative or other parties

to the contract, as the case may be, such compensation

as may be equitable for the loss or damage sustained

by any of them from the granting of the order and

setting aside of the contract, other than anticipated

profits from the contract.

Loans to
members,
directors,
etc.

17.—(1) A co-operative shall not make loans to any of its

members, directors or employees or give directly or indirectly,

by means of a loan, guarantee, the provision of security or

otherwise, any financial assistance to any member, director or

employee, except in the course of transactions of a type

available to all members of the co-operative.

Liability of
directors
and officers

(2) Those directors and officers of a co-operative who
authorize or consent to making a loan or giving financial

assistance in contravention of subsection 1 are jointly and

severally liable to the co-operative and to its creditors for any
actual loss to the co-operative together with interest at the

rate of 6 per cent a year.

Contracts

Contracts in
writing
under seal

18.—(1) A contract that if entered into by an individual

person would by law be required to be in writing and under

seal may be entered into on behalf of a co-operative in writing

under the seal of the co-operative.

Contracts in
writing not
under seal

(2) A contract that if entered into by an individual person

would by law be required to be in writing signed by the parties

to be charged therewith may be entered into on behalf of a

co-operative in writing signed by any person acting under its

authority, express or implied.

Parol
contracts (3) A contract that if entered into by an individual person

would by law be valid although made by parol only and not

reduced into writing may be entered into by parol on behalf of

a co-operative by any person acting under its authority,

express or implied.
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19. A co-operative may, by writing under seal, empower Ppwer of

any person, either generally or in respect of any specified

matters, to execute, as its attorney and on its behalf in any
place within or outside Ontario, documents to which it is a party

in any capacity and that are required by law to be under seal,

and every document signed by such attorney on behalf of the

co-operative acting within the scope of his authority, express or

implied, and under his seal binds the co-operative and has the

same effect as if it were under the seal of the co-operative.

20.—(1) In this section, SatiT'

(a) "contractor" means a person who enters into a pre-

incorporation contract in the name of or on behalf of

a co-operative before its incorporation

;

(b) "other party" means a person with whom a contractor

enters into a preincorporation contract;

(c) "preincorporation contract" means a contract

entered into by a contractor in the name of or on
behalf of a co-operative before its incorporation.

(2) A co-operative may adopt a preincorporation contract Adoption of

entered into in its name or on its behalf, and thereupon theporation

co-operative is entitled to the benefits and is subject to the

liabilities that were contracted in its name or on its behalf and
the contractor ceases to be entitled to such benefits or to be

subject to such liabilities.

(3) Where a preincorporation contract is not adopted by
^ado^tionof

co-operative, the contractor is entitled to the benefits andpreincor-

subject to the liabilities under the contract and is entitled to contracts

recover from the co-operative the value of any benefit received

by the co-operative under the contract.

(4) Whether or not a preincorporation contract is adopted Application

by the co-operative, the other party may apply to the court for relief

which may, notwithstanding subsections 2 and 3, make an

order fixing or apportioning liability as between the contractor

and the co-operative in any manner the court considers just

and equitable under the circumstances.

By-Laws and Resolutions

21. The directors may pass by-laws not contrary to this^y^^*''^

Act or to the articles to regulate,
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{a) the allotment and issue of shares, the payment
thereof, the issue of share certificates and the transfer

and the registration of transfers of shares

;

{b) the admission of persons as members and as ex

officio members and the qualification of and the con-

ditions of membership;

(c) the time for and the manner of election of directors

;

{d) the qualification and remuneration of directors in-

cluding conditions on eligibility of directors of the co-

operative by reference to a minimum annual volume
of business conducted by a director with the co-

operative
;

{e) the appointment, remuneration, functions, duties

and removal of agents, officers and employees of the

co-operative and the security, if any, to be given by
them to it

;

(/) the time and place and the notice to be given for the

holding of meetings of the members and of the board

of directors, the quorum at meetings of members and
the procedure in all things at members' meetings and
at meetings of the board of directors

;

{g) the payment of fees and dues of members

;

{h) the issue of membership cards and loan certificates;

{i) the suspension and termination of memberships by
the co-operative and by the members

;

(j) the conduct in all other particulars of the affairs of the

co-operative.

tio^o?^'^* 22. A by-law relating to the remuneration of a director as

directors director shall fix the remuneration and the period for which

it is to be paid.

Passing of 23. No by-law is effective until it is,
by-laws •'

(a) passed by the directors of a co-operative; and

(b) confirmed, with or without variation, by at least two-

thirds of the votes cast at a general meeting of the

members of the co-operative duly called for that

purpose, or such greater proportion of the votes cast

as the articles provide.
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Delegates

24.—(1) The directors may pass by-laws providing for,
re^ii^^gates

{a) the division of its members into groups, either

territorially or on the basis of common interest

;

{h) the election of some or all of its directors,

(i) by such groups on the basis of the number
of members in each group or the volume of

business done by each group with the co-

operative, or both, or

(ii) for the groups in a defined geographical area,

by the delegates of such groups meeting
together

;

(c) the election of delegates and alternate delegates to

represent each group on the basis of the number of

members in each group or the volume of business

done by each group with the co-operative, or both;

[d) where all of the members are co-operatives, the

election of delegates and alternate delegates to

represent such co-operatives on the basis of the

number of members in each co-operative or the

volume of business done with each co-operative,

or both

;

{e) the number and method of electing delegates

;

(/) the holding of meetings of delegates

;

[g) the authority of delegates at meetings or pro-

viding that a meeting of delegates shall for all

purposes be deemed to be and to have all the powers
of a meeting of the members

;

[h) the holding of meetings of members or delegates

territorially or on the basis of common interest

;

{i) the payment of expenses of delegates attending

meetings.

(2) A delegate has only one vote and shall not vote by voting

proxy.

(3) No person shall be elected a delegate who is not a^J^t^o^'

member, oflfiicer or director of the co-operative. of delegates
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Saving
(4) No by-law under subsection 1 shall prohibit members

from attending meetings of delegates and participating in

the discussions at such meetings.

Shares

CAPITAL

Authorized Capital

25.— (1) The authorized capital of a co-operative shall

be divided into shares with par value and may consist of shares

of more than one class.

Par value

Authorized
capital

Common
shares

(2) Each class of shares shall have a par value of

any multiple thereof not exceeding $100.

or

(3) The authorized capital of the co-operative shall be
expressed in Canadian currency in its articles and is an
amount equal to the total of the products of the number of

shares of each class multiplied by the par value thereof.

26.— (
1 ) The common shares of a co-operative shall be shares

to which there is attached no preference, right, condition,

restriction, limitation or prohibition set out in the articles of

the co-operative other than the restriction on the allotment,

issue or transfer.

Classes of
shares

Idem

Preference
shares

(2) Where a co-operative has only one class of shares,

that class shall be common shares and designated as co-

operative or co-op common shares.

(3) Where a co-operative has more than one class of shares,

one class shall be common shares, designated as provided in

subsection 2, and the other shares shall consist of one or more
classes of preference shares and shall have attached thereto

the designation co-operative or co-op preference shares and such

other designation and preferences, rights, conditions, restric-

tions, limitations or prohibitions as set out in the articles.

(4) No class of preference shares shall be designated as

preference shares or by words of like import, unless the class

has attached thereto a preference or right over the common
shares.

^its^etc^*'
^'^' ^ co-operative may issue one or more classes of pref-

erence shares having attached thereto preferences, rights,

conditions, restrictions, limitations or prohibitions, including

but not limited to,

{a) the right to cumulative, non-cumulative or partially

cumulative dividends

;
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{b) a preference over any other class or classes of shares

as to the payment of dividends

;

(c) a preference over any other class or classes of shares

as to the repayment of the par value together with

any dividends declared but unpaid upon the dissolu-

tion of the co-operative or otherwise

;

(d) the right of the co-operative to redeem, without

the consent of the holders thereof, all or a part of

the shares of that class at their par value together

with any dividends declared but unpaid.

28. Each share of a class shall be the same in all respects Equality of
Sil&i]?6S OI

as every other share of that class. a class

Issued Capital

29. The issued capital of a co-operative shall be expressed
^|^"^^i

in Canadian currency and is an amount equal to the total of

the products of the number of issued shares of each class

multiplied by the par value thereof less such decreases in the

issued capital as from time to time have been effected by the

co-operative in accordance with this Act.

30.— (1) Where an issued share of a class is cancelled, the cancellation
^ '

' of par share
issued capital is decreased by an amount equal to the par

value of the shares of that class.

(2) Where a fraction of an issued share of a class is cancelled,
of^-act^ns"

the issued capital is decreased by an amount that bears the of shares

same proportion to the amount determined under subsection 1

that the fraction bears to a whole share of that class.

Redemption, Purchase and Surrender

31.—(1) Where the articles provide that the shares of a Jf^^^^p.^^*
°
°g

class of preference shares are redeemable without the consent shares

of the holders thereof and part only of the preference shares

are to be redeemed, the shares to be redeemed shall be selected,

{a) by lot in such manner as the board of directors

determines

;

(6) as nearly as may be in proportion to the number of

preference shares of the class registered in the name
of each holder of shares of that class ; or

(c) in such other manner as the board of directors

determines with the consent of the holders of prefer-
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ence shares of the class obtained in the manner set

out in subsection 2,

but the articles may confine the manner of selection to one
or more of those methods set out in clauses a, b and c.

Insolvency
(2) A co-operative shall not redeem shares under subsection

1 if the co-operative is insolvent or if the redemption would
render the co-operative insolvent.

redemption ^^) Where shares of a class of preference shares are selected

in the manner referred to in clause c of subsection 1, the
selection shall be consented to in writing by,

{a) all the holders of the preference shares of the class;

or

Idem

Purchase of
preference
and common
shares

(6) at least 95 per cent of the holders of the preference

shares of the class holding at least 95 per cent of the

issued shares of that class if, after twenty-one days
notice has been given by sending notice to each of

the holders of shares of that class addressed to him
at his latest address as shown on the records of the

co-operative, none of the holders of shares of that

class dissents in writing to the co-operative.

(4) Where a holder of redeemable preference shares of a
co-operative dies or leaves its employment, notwithstanding
subsection 1, it may within one year of such event redeem
all or any of the preference shares held by him.

32.— (1) Subject to subsection 2, a co-operative,

[a) with the consent of the holder thereof, may purchase
all or a part of the shares in the co-operative held by
any person upon payment of such an amount to

that person not exceeding the par value of the shares

together with any dividends declared but unpaid;

{h) when a corporate member is about to be dissolved

or a member has failed for a period of two years to

transact any business with the co-operative, may
redeem without the consent of such member his

shares upon payment to him of an amount equal to

the book value or par value of such shares, whichever
is the lesser.

Insolvency (2) A co-operative shall not purchase or redeem shares
under subsection 1 if the co-operative is insolvent or if the
purchase would render the co-operative insolvent.
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(3) Where shares are purchased or redeemed by a co- Method

operative under subsection 1 or where preference shares are

redeemed pursuant to the articles,

{a) if the articles so require, the shares shall be can-

celled and thereupon the authorized and issued capital

of the co-operative are thereby decreased, and the

articles are amended accordingly;

(6) if the articles do not require the shares to be can-

celled,

(i) the board of directors may at the time of the

purchase or redemption cancel the shares in

which case the authorized and issued capital of

the co-operative are thereby decreased and the

articles are amended accordingly ; or

(ii) the board of directors may resell the shares at

such time and price and on such terms as it

determines.

33.—(1) A co-operative may accept from any member aOona^Mon

donation of any of its shares without any repayment of capital

in respect thereof.

(2) Shares accepted under subsection 1 are not thereby |*^^o^^

cancelled, and the board of directors may sell the shares at such shares

time and price and on such terms as it determines.

Offering Statement

34.—(1) Prior to the issue of any securities by a co- ^^^®^*°|jjj.

operative, the co-operative shall file with the Minister an
offering statement and obtain a receipt therefor.

(2) Subsection 1 does not apply to the issue of shares under Exception

subsection 1 of section 56 or of debt obligations under sub-

section 4 of section 56.

35.—(1) An offering statement shall provide full, true and
|*g*°J*^g°^

plain disclosure of all material facts relating to the securities

proposed to be issued.

(2) An offering statement shall comply as to form and ^0^^*°**

content with the requirements of this Act and the regulations.

(3) There shall be filed with an offering statement such
^'J^pp^^'j^J"*^

documents, reports and other material as are required by this

Act and the regulations.
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Material
changres (4) Where there is a material change in the facts set forth

in an offering statement, whether before or after the issuance
of a receipt therefor, the co-operative shall, within thirty

days of that change, file with the Minister a statement of such
change.

Further
statements (5) A co-operative may, and shall if required by the Minister,

file a further offering statement revised to give effect to all

previous material changes in place of the statement of material
change mentioned in subsection 4.

Issue of
receipts

36.— (1) The Minister may in his discretion issue a receipt

for any statement filed under section 34 or subsections 4 or 5
of section 35 unless it appears to the Minister that,

(a) the statement or any document required to be filed

therewith,

(i) fails to comply in any substantial respect with
any of the requirements of this Act or the

regulations,

(ii) contains any statement, promise, estimate or

forecast that is misleading, false or deceptive,

or

(iii) conceals or omits to state any material facts

necessary in order to make any statement
contained therein not misleading in the light

of the circumstances in which it was made ; or

(b) the proceeds from the sale of the securities to which
the statement relates that are to be paid into the

treasury of the co-operative, together with other
resources of the co-operative, are insufficient to ac-

complish the purpose of the issue stated in the state-

ment.

Idem
(2) The Minister shall not make any determination under

subsection 1 without making an order or ruling in writing

and without giving the co-operative that filed the statement
a prior opportunity to be heard.

Sitlmint
''^ 37.—(1) A copy of a statement for which the Minister has

issued a receipt under section 36 shall be open to inspection,

(a) at the offices of the Ministry; and

(b) during normal business hours, at the head office of

the co-operative.
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(2) No person shall refuse to permit a person to inspect Extracts

such statements or to make extracts therefrom.

38. A co-operative already in existence when this Act Transition

comes into force shall have a period of 180 days from that

date during which to comply with sections 34 to 37.

Allotment, Issue and Transfer

39.—(1) Shares shall not be allotted or issued except for agff^gg^

consideration at least equal to the product of the number of

shares allotted or issued multiplied by the par value thereof.

(2) No share shall be issued until it is fully paid and a consideration
for 811.&I*6S

share is not fully paid until all the consideration therefor in

cash, property or services, as determined under this section,

has been received by the co-operative.

(3) For the purposes of subsection 2 and paragraph 21 of i**®"^

subsection 2 of section 15, a document evidencing indebtedness

of the allottee does not constitute property and services shall

be past services actually performed for the co-operative, and the

value or property or services shall be the value the directors

determine by express resolution to be in all the circumstances

of the transaction the fair equivalent of the cash value.

40. No transfer of common shares in a co-operative with
fra^ngfer*of°

°°

share capital, unless made by sale under execution or under common

the decree, order or judgment of a court of competent jurisdic-

tion or by transmission to the personal representative of a

member, is valid for any purpose unless,

(a) the transfer has been authorized by resolution of the

directors of the co-operative or by a person authorized

by such a resolution to approve such transfers;

(b) the transferee is admitted to membership in the
co-operative as required by its articles and by-laws;

and

(c) the entry thereof has been duly made in the register

of transfers of the co-operative or in a branch register

of transfers,

except only as evidence of the rights of the parties thereto

towards each other.

41.—(1) A co-operative may provide by byrlaw for the commission

payment of commissions or allowing discounts to persons in of shares

consideration of their subscribing or agreeing to subscribe,
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whether absolutely or conditionally, for shares in the co-

operative, or procuring or agreeing to procure subscriptions,

whether absolute or conditional, for such shares but no such

commission or discount shall exceed 25 f)er cent of the

amount of the subscription price.

^° \-u . ^ (2) Except as provided in subsection 1, no co-operative
unauthorized , ,/ .

^
t -, , . , . , ,. ,

commission shall apply any of its shares or capital, either directly or

indirectly, in payment of any commission, discount or allow-

ance to any person in consideration of his subscribing or

agreeing to subscribe, whether absolutely or conditionally,

for shares of the co-operative or procuring or agreeing to

procure subscriptions whether absolute or conditional, for

such shares, whether the shares or capital is so applied by
being added to the purchase money of any property acquired
by the co-operative or to the contract price of any work
to be executed for the co-operative, or is paid out of the

nominal purchase money or contract price or otherwise.

Shares
personal
property

Lien on
shares

42. The shares of a co-operative are personal property
and are transferable in such manner and subject to such
conditions and restrictions as are prescribed by this Act and the

articles of the co-operative.

43, Where the articles or by-laws so provide the co-

operative has a lien to the extent of the debt on the shares

registered in the name of a member who is indebted to the

co-operative.

Share and Loan Certificates

Share and
loan
certificates

44.—(1) Every member is entitled to a share or loan

certificate in respect of the shares held or loans made by
him, signed by the proper officers in such form as the by-laws

of the co-operative provide, but in no case is the co-operative

bound to issue more than one share or loan certificate in

respect of a share or shares held or a loan made jointly

by several persons, and delivery of a share or loan certificate

to one of several joint holders or lenders is sufficient delivery

to all.

Fee (2) A co-operative may charge a fee of not more than $1

for every share certificate issued, except that in the case of

the allotment and issue of shares, no fee shall be charged.

Signing of
certificate 45. A share or loan certificate shall be signed manually by

at least one officer of the co-operative or by or on behalf of a

transfer agent of the co-operative, and the co-operative may
by by-law provide that any additional signatures required

on share or loan certificates may be printed, engraved, litho-
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graphed or otherwise mechanically reproduced thereon, and in

such event share or loan certificates so signed are as valid as

if they had been signed manually.

46.—(1) Every share or loan certificate shall state upon
^°j[|^^|°^^j^°J

its face,

(a) the name of the co-operative and the words "A
co-operative incorporated under the law of the

Province of Ontario" or words of like effect

;

{b) the name of the person to whom the share or loan

certificate is issued as holder

;

(c) the amount, maturity date and annual rate of interest

where the certificate represents a loan

;

(d) the number and class of shares represented thereby

and the par value thereof where the certificate

represents shares

;

(e) a statement of the dividend rate, where applicable.

(2) Every share certificate shall have noted conspicuously ^^^^'^'Jj^^o^^

thereon the words "Transfer of these shares is restricted".

(3) Where the articles or by-laws provide that a co-operative Notu;e

has a lien on shares as authorized by section 43, the right

of the co-operative to the lien shall be noted conspicuously

on every share certificate issued by the co-operative.

(4) In this section, "noted conspicuously" means written interpre-

in such a way that the person against whom words so noted

or appearing are to operate ought reasonably to notice them.

47.—(1) A share certificate issued for a share of a class of
j^^J^^^^^^

^^

preference shares shall, share
certificate

(a) legibly state on the certificate or have attached thereto

a legible statement of the preferences, rights, con-

ditions, restrictions, prohibitions or limitations attach-

ing to that class of shares ; or

(b) legibly state on the certificate that there are pref-

erences, rights, conditions, restrictions, prohibitions

or limitations attaching to that class and that a copy
*^

' of the full text thereof is obtainable on demand and

without fee from the co-operative.
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Idem (2) Where a share certificate contains a statement as pro-

vided in clause b of subsection 1, the co-operative shall

furnish to the holder of the shares on demand without fee a

copy of the full text of the preferences, rights, conditions,

restrictions, prohibitions and limitations attaching to the

share.

Fractional 48. Where, as a result of a change in authorized capital

of a co-operative, a person becomes entitled to a fraction

of a share, he is not entitled to be registered on the records

of the co-operative in respect thereof or to receive a share

certificate therefor, but he is entitled to receive a bearer

fractional certificate in respect to such fraction, and on presenta-

tion at the head office of the co-operative or at a place

designated by the co-operative of bearer fractional certificates

for fractions that together represent a whole share, a share

certificate for a whole share shall be issued in exchange therefor.

Member
loans

Borrowing
from
members

Loan Capital

49.— (1) The capital of co-operatives without share capital

may be in the form of loans from members, called "member
loans", and such loans may be in such amounts, payable on

demand or at such times and without interest or at interest

not exceeding 8 per cent per annum, or if authorized by by-law

of the co-operative, at such a lesser rate as the board of

directors may by resolution determine.

(2) A co-operative may borrow money from its members
not being loans made as a condition of membership or as

compulsory loans of patronage returns, in such amounts payable

on demand or at such times and either without interest or with

interest at such rate as the by-laws provide or, if authorized

by by-law, at such rate as the directors may by resolution

determine.

Borrowing
powers

Borrowing Powers

50.— (1) Where authorized by by-law, the directors may,

(a) borrow money on the credit of the co-operative ; or

(6) issue, sell or pledge debt obligations of the co-

operative ; or

(c) charge, mortgage, hypothecate or pledge all or any
currently owned or subsequently acquired real or

personal movable or immovable property of the co-

operative, including book debts, rights, powers,
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franchises and undertaking, to secure any debt

obligations or any money borrowed or other debt or

Habihty of the co-operative.

(2) Any by-law referred to in subsection 1 may, ofby-iaw

{a) limit the amount to be borrowed as determined by
the by-law ; and

(b) provide for the delegation by the directors of the

powers conferred on them under the by-law to such

directors or officers of the co-operative and to such

extent and manner as is set out in the by-law.

5 1 . Nothing in this Act prohibits the issue of debt obliga- f^^^^^

tions in bearer form. obligations

52. A condition contained in a debt obligation or in an irredeemable

instrument for securing a debt obligation is not invalid by obligations

reason only that the debt obligation is thereby made irredeem-

able or redeemable only on the happening of a contingency,

however remote, or on the expiration of a period, however long.

53.— (1) Where a co-operative makes a charge, mortgage filing

or other instrument of hypothecation or pledge to secure its obligations

debt obligations, the co-operative shall forthwith after the

making thereof, file a duplicate original or certified copy of the

instrument in the office of the Minister, but such filing may be

made by any interested person.

(2) Where the filing is by an interested person under sub- Recovery

section 1 , that person is entitled to recover from the co-operative

the amount of any prescribed fee paid by him on such filing.

(3) Subsection 1 does not apply to an instrument filed or^^®P"°°

registered under any other Act.

DIVIDENDS AND SURPLUS

54. A co-operative may by by-law provide that, before any ?®^F^®^

distribution of surplus arising from the business of the co- dividenda

operative in each fiscal year is made, the co-operative may,

(a) set aside reserve funds

;

(b) provide for the payment of dividends on the share

capital at a rate not to exceed 8 per cent per annum
of the amount paid up thereon.
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Surplus

"DistTXtxition 55^— (1) Subject to subsection 4, the surplus arising from
surplus the business of a co-operative, other than a direct charge co-

operative, in each fiscal year shall be allocated, credited or

paid to the members in proportion to the business done by
each member with or through the co-operative, computed
at a rate in relation to the quantity, quality or value of the

goods or products acquired, marketed, handled, dealt in or

sold or services rendered by the member or by the co-operative

from or on behalf of or to the member, or the co-operative

whether as principal or as agent of the member or otherwise,

with appropriate differences in the rate for different classes,

grades or qualities thereof.

Idem
(2) The co-operative may by by-law provide that part of

the surplus may be allocated, credited or paid to non-members
at the same or at lesser rates than to members.

Patronage (3) The amount that is allocated, credited or paid to members
or non-members in each fiscal year shall be known as the

patronage return.

Limitation (4) fhe co-operative may bv bv-law provide that, where the
of D&tji'oiidiGrs J J J i^

return value of the goods or products acquired, marketed, handled,

dealt in or sold, or services rendered by the co-operative from

or on behalf of or to any member or non-member in any year

does not exceed $100, or such lesser amount as is specified in

the by-law, no patronage return shall be allocated, credited or

paid to such member or non-member.

Mar^keting
(5) Where members of a co-operative are required by a

marketing plan established under an Act of the Legislature,

or of the Parliament of Canada, to sell or deliver products or

goods or render services to or for a marketing board, then

for the purposes of making a patronage return to the members
of the co-operative, the members shall be deemed to have
sold, delivered or rendered those goods, products or services

to the co-operative.

Investment 5Q,— (1) A co-operative may by by-law provide that in each

return fiscal year the whole, or such part as the directors may by
resolution determine, of the patronage return of each member
shall be applied to the purchase for the member of a stated

number of unissued common shares of the co-operative or

a stated number of issued common shares of the co-operative,

if obtainable.

Notice
(2) Where a co-operative has enacted a by-law under sub-

section 1 and the whole or part of the patronage return of a

258



31

member is required to be invested in issued common shares, the

co-operative shall mail a written notice to each member stating

the number of shares to be purchased by him.

(3) Unless within thirty days from the date of mailing ^^^^^*^®
°^

of the notice referred to in subsection 2 the member required behalf of11 Iff member
to purchase issued common shares has presented for transfer

to himself the number of shares that he is required to purchase,

the co-operative may on behalf of such member,

{a) purchase the required number of common shares

from members who are willing to sell such shares;

{b) pay out of the patronage return of such member
the purchase price;

(c) transfer such shares to the member; and

(d) issue and forward to such member a certificate rep-

resenting such shares.

(4) A co-operative may enact by-laws requiring its members
bo^owl^K'^^

to lend to it the whole, or such part as the directors may
determine, of the patronage returns to which they may be-

come entitled in each fiscal year upon such terms and at

such rate of interest as the directors, if authorized by by-law,

may by resolution determine, but in no case at a rate of

interest greater than 8 per cent per annum.

(5) No member shall be required under this section to pur- ^^^"^

chase issued or unissued shares at a price in excess of the par

value thereof or issued shares when no such shares are available

for purchase.

(6) Where the co-operative is insolvent, no member shalU'ie'^

be required under this section to lend his patronage return

or to purchase shares of the co-operative.

(7) This section does not prevent a member from receiving i^e^"

so much of his patronage return as has not been appropriated

to loans to the co-operative in accordance with a resolution

of the board of directors or the by-laws.

57.— (1) A co-operative may, when authorized by by-law, 1®^^®°^*^®

deduct a percentage amount from the moneys received by the by
r ° -'. r^j co-operative

co-operative on the goods, products or services marketed,
handled or dealt in by the co-operative for or on behalf of any
member.

(2) An amount retained by a co-operative under subsec- ^^^^

tion 1 shall be applied by the co-operative,
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{a) as a loan on such terms and at such rate of interest

not exceeding 8 per cent per annum as the by-law
provides; or

{b) as an investment by the member in common shares

of the co-operative, but no member shall be required

to purchase such shares in the co-operative at a price

in excess of the par value thereof.

Dividends

Power to
decrease
dividends

68.— (1) Subject to subsection 2 and the articles of the

co-operative, the directors may declare and the co-operative

may pay dividends on its issued shares.

exceed 8 per i^) ^ dividend shall not exceed 8 per cent per annum of
ce°t the par value of the share.

payrnen°*^ (3) A dividend may be paid in cash or in property not

exceeding in value the amount of the dividend.

When
dividend
not to be
declared

(4) The directors shall not declare and the co-operative

shall not pay any dividend when the co-operative is insolvent,

or any dividend the payment of which renders the co-operative

insolvent or that diminishes its capital.

stock
dividends

59. For the amount of any dividend that the directors may
declare payable in cash, they may declare a stock dividend and
issue therefor shares of the co-operative as fully paid.

MEMBERS

Membership

Membership 60.— (1) Subject to the provisions of this Act and the

articles of the co-operative, membership therein is governed

by the by-laws of the co-operative.

Classes of
membership (2) The articles of a co-operative may provide for more than

one class of membership and in that case shall set forth the

designation of and the terms and conditions attaching to each

class.

Incor-
porators
deemed
members

61.— (1) Each incorporator of a co-operative who has sub-

scribed for a common share in the co-operative or who has paid

a membership fee, if any, shall upon the effective date of

incorporation be entered upon the register of members.
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(2) No person shall become a member of a co-operative Applicants

until his application for membership has been approved by membership

the directors and the applicant has complied fully with the

by-laws governing admission of members.

(3) A subscription for common shares in a co-operative with^^^®"!

share capital constitutes an application for membership and

the allotment of a common share to the applicant constitutes

admission to membership.

(4) An application for authorization of the transfer of com-^<^®™

mon shares in a co-operative with share capital constitutes an

application for membership and the passing of the resolution

authorizing the transfer constitutes admission to membership.

62. No transfer of a membership in a co-operative without ^®|^^^^*^°°^^

share capital is valid for any purpose whatever, memberships

{a) unless a written application for membership by the

transferee has been approved by a resolution of the

directors of the co-operative or by a person authorized

by such a resolution to approve such applications;

and

{b) until notification of the approval under clause a has

been sent the transferee and his name has been entered

on a register of members,

except only as evidence of the rights of the parties thereto

towards each other.

63.— (1) Subject to the by-laws of the co-operative, sif^igi^ie&ge
r \ r i, t . for members

person of the full age of sixteen years or more may become a

member thereof.

(2) Any person under the full age of eighteen years admitted
^Jj^^f^^

to membership in the co-operative is competent to enter into

any contract with the co-operative, and with respect to

contracts with the co-operative is sui juris.

64.— (1) Subject to section 67, a member may withdraw Notice o^^^

from a co-operative by giving to the secretary of the co-

operative six months notice of his intention to withdraw.

(2) A deceased member shall be deemed to have given ^•*®""

notice to the co-operative on the day of his death of his

intention to withdraw.

(3) Subject to subsection 4, where notice of intention toj^epayment
. ,

'

1 , • • .to members
Withdraw has been given to a co-operative under subsection 1 , on with-

^ drawal
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1

1

or is deemed to have been given under subsection 2. the co-

operative shall, within six months of the receipt thereof,

(a) purchase for an amount equal to the par value

together with all dividends declared but unpaid or

for an amount that is less than par value and that is

agreed to by the co-operative and the member or his

personal representative, all shares in the co-operative

held by the member ; and

(h) pay to him or his personal representative all amounts
held to his credit, excluding term loans, together

with any interest accrued thereon and the amount
outstanding on loans made to the co-operative by the

member that are repa^^able on demand by the mem-
ber together with any interest accrued thereon.

Election by
(4) Notwithstanding subsection 3, a member who has given

notice under subsection 1 may elect in such notice to retain

all or some of his shares or loans in the co-operative.

Mem
(5) Where an election is made under subsection 4, the

person may later withdraw some or all of his shares or loans

from the co-operative by giving notice to the co-operative in

the manner prescribed by subsection 1, and the co-operative

shall, within six months of the receipt thereof,

{a) purchase the shares at their par value or at a value

that is less than par value and that is agreed to by
the co-operative and such person

;

(6) pay to him the amounts held to his credit together

with any interest accrued thereon ; and

(c) pay to him the amount outstanding on loans repay-

able on demand together with any interest accrued

thereon,

that are referred to in the notice.

(6) Where, in the opinion of the directors of the co-operative,

payments in accordance with subsection 3 or 5 would not be

in the best interests of the co-operative, the directors may
by resolution suspend such payments for a p)eriod of one year
or for such greater period and upon such terms and conditions

as the Minister may approve.

ccf-opefative ^^*— (^) Where a person is shown on the records of a
with personal co-operative as holding a share as a personal representative,

the receipt by such person is a valid and binding discharge to

the co-operative for any payment or other distribution made in

respect of the share whether notice of any trust has been
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given to the co-operative or not, and the co-operative is not

bound to see to the apphcation of such payment or other

distribution.

(2) Where shares are purchased by a co-operative under ^o-operative

subsection 1 of section 32 or subsection 3 of section 64 or etc.

section 66 or accepted under subsection 1 of section 33 and are

not thereby cancelled, no person is entitled to receive notice

of or to vote at meetings of members or to receive any pay-

ment in respect of the shares whether by way of dividend or

otherwise until such shares are resold.

66.— (1) A member may be expelled from membership in ^^^^^^,1^°°
°^

a co-operative by resolution passed by a majority of the

board of directors at a meeting duly called for the purpose.

(2) A resolution under subsection 1 shall not be valid ^^^^'^^^^y

unless,

(a) prior written notice is given to the member setting

forth the grounds upon which it is sought to expel

him;

{b) the notice is given such member ten days or more
before the date of the meeting of the board of

directors called to consider the resolution expelling

that member but in no case later than thirty days

before the date set for the annual meeting of the

co-operative; and

(c) an opportunity is given such member to appear, either

personally or by an agent or counsel, to make sub-

missions at the meeting of the board of directors

called to consider the resolution expelling that

member.

(3) The secretary of the co-operative shall, within five days Notice^of^

of the date of the resolution expelling the member, notify

the member of his expulsion by registered letter addressed

to him at his latest known address.

(4) Where a resolution expelling a member is passed under ^P^g^^^y

subsections 1 and 2, the member may appeal the decision of

the board of directors at the next annual or general meeting
of members and the members by majority vote may confirm,

vary or set aside that resolution.

(5) A member who wishes to appeal his expulsion to a^^em

meeting of members shall give notice of his intention to

appeal within twenty-one days of receipt of the notice of

expulsion mentioned in subsection 3, and the directors shall, if

written representations are received seven or more days
before the mailing of the notice of the meeting, at the expense
of the co-operative, forward with the notice of the meeting a
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Effect of
expulsion

copy of such representations to each member entitled to

receive notice of the meeting.

(6) Where a member has been expelled, the co-operative

shall purchase from the member, within one year after his ex-

pulsion became final, at par value all his shares in the capital

of the co-operative together with all amounts held to his

credit together with any interest accrued thereon and the

amount outstanding on loans, made to the co-operative by the

member that are repayable on demand by the member together

with interest accrued thereon.

^^reabouts
(7) jf the whereabouts of a member is unknown to the co-

unknown operative after all reasonable efforts have been made to

ascertain his address for the purpose of making payment to him
under subsection 6, amounts payable thereunder to him shall be

transferred to a reserve fund of the co-operative; and any
amounts so transferred shall, if claimed within thirty years

after being so transferred by a person who produces evidence

to the satisfaction of the directors of the co-operative that

he is entitled thereto, be paid over to such person and, after

the expiration of such thirty-year period, any amount so

transferred shall be forfeited to the co-operative and trans-

ferred out of the reserve fund to it.

repayment
^'^

'

— (^) ^ co-operative shall not exercise its powers under
not to be section 64 or 66,made '

(a) if the co-operative is insolvent or if the exercise

of its powers under that section would render the

co-operative insolvent ; or

(6) if such exercise of its powers would in the opinion of

the board of directors be detrimental to the financial

stability of the co-operative.

Shares to be
cancelled or
resold section 64 or 66

(2) Where the shares of a member are acquired under

(a) if the articles so require, the shares shall be can-

celled and thereupon the authorized and issued

capital of the co-operative are thereby decreased,

and the articles are amended accordingly;

(b) if the articles do not require the shares to be can-

celled,

(i) the board of directors may at the time of the

purchase cancel the shares, in which case the

authorized and issued capital of the co-
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operative are thereby decreased and the articles

are amended accordingly ; or

(ii) the board of directors may resell the shares at

such time and price and on such terms as it

determines.

Member's Rights

68.—(1) Subject to subsection 2, a member of a co-operative
act^^^**^®

may maintain an action in a representative capacity for

himself and all other members of the co-operative suing for and
on behalf of the co-operative to enforce any right, duty or

obligation owed to the co-operative under this Act or under
any other statute or rule of law or equity that could be

enforced by the co-operative itself, or to obtain damages
for any breach of any such right, duty or obligation.

(2) An action under subsection 1 shall not be commenced Leave

until the member has obtained an order of the court permitting

the member to commence the action.

(3) A member may, upon at least seven days notice to the Application'.
^ ^ /• ^ '

I- ^
^°^ Order tO

co-operative, apply to the court tor an order referred to in commence

subsection 2, and, if the court is satisfied that,
action

(a) the member was a member of the co-operative at the

time of the transaction or other event giving rise

to the cause of action

;

{b) the member has made reasonable efforts to cause

the co-operative to commence or prosecute diligently

the action on its own behalf ; and

(c) the member is acting in good faith and it is prima

facie in the interests of the co-operative or its mem-
bers that the action be commenced,

the court may make the order upon such terms as the court

thinks fit, except that the order shall not require the member
to give security for costs.

(4) At any time or from time to time while the action
^ppJJ.°*J*°°j.

commenced under this section is pending, the plaintiff may interim

apply to the court for an order for the payment to the

plaintiff by the co-operative of reasonable interim costs in-

cluding solicitor's and counsel fees and disbursements, for

which interim costs the plaintiff shall be accountable to the

co-operative if the action is dismissed with costs on final

disposition at the trial or on appeal.
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Trial and
judgrment

(5) An action commenced under this section shall be tried

by the court and its judgment or order in the cause, unless

the action is dismissed with costs, may include a provision

that the reasonable costs of the action are payable to the

plaintiff by the co-operative or other defendants taxed as

between a solicitor and his own client.

Discontin-
uance and
settlement

(6) An action commenced under this section shall not be

discontinued, settled or dismissed for want of prosecution

without the approval of the court and, if the court deter-

mines that the interests of the members may be substantially

affected by such discontinuance, settlement or dismissal, the

court, in its discretion, may direct that notice in manner, form

and content satisfactory to the court shall be given, at the

expense of the co-operative or any other party to the action

as the court directs to the members thereof whose interests

the court determines will be so affected.

Rights of
dissenting
members

R.S.0. 1970,
0.53

Co-operative
bound to
purchase
shares

69.^(1) If, at a meeting of members of a co-operative,

(a) a resolution passed by the directors authorizing the

sale, lease, exchange or other disposition of all or

substantially all the property of the co-operative is

confirmed with or without variation by the members

;

(b) a resolution approving an agreement for the amal-

gamation of the co-operative with one or more other

co-operatives is passed by the members

;

(c) a resolution passed by the directors approving the

conversion of the co-operative into a corporation to

which The Business Corporations Act applies is con-

firmed with or without variation by the members

;

(d) a resolution passed by the directors approving the

conversion of the co-operative into one with or

without share capital is confirmed with or without

variation by the members ; or

(e) a resolution passed by the directors under section 1 59

is confirmed with or without variation by the members,

any member who has voted against the confirmation of the

resolution may within ten days after the date of the meeting

give notice in writing to the co-operative requiring it to

purchase his shares or refund the amount outstanding on loans

made to the co-operative by the member together with any
interest accrued thereon.

(2) Within ninety days from,
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(a) the date of the completion of the sale, lease, exchange

or other disposition

;

{b) the date set forth in the certificate of amendment or

amalgamation; or

(c) the date of delivery to the Minister of a request in

writing for his authorization under section 159,

the co-operative, or amalgamated co-operative, shall purchase

the shares of, or refund the amount outstanding on loans

made to the co-operative by, every member who has given

notice under subsection 1, and every such member shall sell

or deliver up his securities to the co-operative.

(3) The amount and terms of the purchase of a member's P^^^hase

shares shall be at their par value or at a value that is less than

par value and that is agreed to by the co-operative and the

member together with all amounts held to his credit and
with interest accrued thereon.

(4) The amount and terms of the repayment of any loans i^em

made by the member to the co-operative shall be at the

full amount outstanding together with any interest accrued

thereon and unpaid.

(5) The co-operative shall not purchase any shares or repay saving

any member's loans under subsection 2 or 3 if it is insolvent or

if the purchase or repayment would render it insolvent.

(6) If the sale, lease, exchange or other disposition is not i^^™

completed, the certificate of amendment or amalgamation is

not issued, or the authorization of the Minister is not given,

the rights of the dissenting member under this section cease

and the co-operative shall not purchase the shares of the

member nor refund the amount outstanding on loans made
to the co-operative by the member under this section.

70.— (
1 ) Ten per cent of the members of a co-operative may

^r^'la^y^aw"

requisition the directors to call a meeting of the directors for or resolution

the purpose of passing any by-law or resolution that may
properly be passed at a meeting of the directors duly called,

constituted and held for that purpose.

(2) The requisition shall set out the by-law or resolution, as^o™^°fj^j^

the case may be, that is required to be passed at the meeting

and shall be signed by the requisitionists and deposited at the

head office of the co-operative, and may consist of several

documents in like form, each signed by one or more
requisitionists.
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Meeting of
directors

(3) Upon deposit of the requisition, the directors shall forth-

with call a meeting of the directors for the purpose of passing

the by-law or resolution, as the case may be, set out in the

requisition.

Meeting of
members (4) Where the directors do not, within twenty-one days

from the date of the deposit of the requisition,

(a) call and hold such a meeting and pass such a by-law

or resolution ; and

(6) call a general meeting of the members for the purpose
of confirming the by-law or resolution if the resolution

requires confirmation at a general meeting of the

members before it is effective,

any of the requisitionists may call a general meeting of the

members for the purpose of passing such a by-law or resolution,

and the meeting shall be held within sixty days from the date

of the deposit of the requisition.

Notice (5) A meeting of the members called under subsection 4

shall be called as nearly as possible in the same manner as

meetings of members are Ccdled under the by-laws, but, if the

by-laws provide for more than twenty-one days notice of

meetings, twenty-one days notice is sufficient for the calling

of the meeting.

Validity of
by-law or
resolution

(6) Where a by-law or resolution is passed at a meeting
of the members called under subsection 4, either as set out in

the requisition or as varied at the meeting, it is as valid

and effective as if it had been passed at a meeting of the

directors duly called, constituted and held for that purpose and
confirmed at a meeting of the members duly called, con-

stituted and held for that purpose, and if the resolution or

by-law is passed by at least two-thirds of the votes cast at a

meeting of the members called under subsection 4, it shall be

conclusively deemed to be a special resolution or a by-law, as

the case may be, for the purposes of this Act.

Repayment
of expenses (7) The co-operative shall,

(a) reimburse the requisitionists for any reasonable ex-

penses incurred by them by reason of the failure of

the directors to act in accordance with subsections 3

and 4 ; and

{b) retain out of any moneys due or to become due, by way
of fees or other remuneration for their services, to such
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of the directors as were in default, an amount equal to

the amount the requisitionists were reimbursed,

unless, at the meeting called under subsection 4, the members,
by a majority of the votes cast, reject the reimbursement of

the requisitionists.

(8) Where a by-law or resolution in respect of which a requisition
on same
subject

meeting of directors is requisitioned under this section is not on same

passed or confirmed at a meeting of the members, no requisition

for a meeting of directors in respect of a similar by-law or

resolution shall be made for a period of at least two years.

71.—(1) On the requisition in writing of 5 per cent of the S member'
members of the co-operative, the directors shall, resolutions,

(a) give to the members entitled to notice of the next

meeting of members notice of any resolution that may
properly be moved and is intended to be moved at

that meeting; or

{b) circulate to the members entitled to vote at the next

meeting of members a statement of not more than

1,000 words with respect to the matter referred to

in any proposed resolution or with respect to the

business to be dealt with at that meeting.

(2) The notice or statement or both, as the case may be. Notice

shall be given or circulated by sending a copy thereof to each

member entitled thereto in the same manner and at the same
time as that prescribed by this Act, the articles or the by-laws,

for the sending of notice of meetings of members.

(3) Where it is not practicable to send the notice or state- i^^em

ment or both at the same time as the notice of the meeting is

sent, the notice or statement or both shall be sent as soon

as practicable thereafter.

(4) The directors are not bound under this section to give
J^q^filition

notice of any resolution or to circulate any statement unless, etc.

{a) the requisition, signed by the requisitionists, is

deposited at the head office of the co-operative,

(i) in the case of a requisition requiring notice

of a resolution to be given, not less than

twenty-one days before the meeting,

(ii) in the case of a requisition requiring a state-

ment to be circulated, not less than fourteen

days before the meeting ; and
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(b) there is deposited with the requisition a sum reason-

ably sufficient to meet the expenses of the co-operative

in giving effect thereto.

Where
directors not
bound to
circulate
statement

(5) The directors are not bound under this section to

circulate any statement if, on the application of the co-

operative or any other person who claims to be aggrieved,

the court is satisfied that the rights conferred by this section

are being abused to secure needless publicity for defamatory
matter, and on any such application the court may order the

costs of the co-operative to be paid in whole or in part by the

requisitionists notwithstanding that they are not parties to the

application.

Where no
liability (6) No co-operative or a director, officer or employee thereof

or person acting on its behalf, except a requisitionist, is

liable in damages or otherwise by reason only of the giving

of a notice or the circulation of a statement, or both, in com-
pliance with this section.

deai^with (^) Notwithstanding anything in the by-laws of the co-

requisitioned operative, where the requisitionists have complied with this

section, the resolution, if any, mentioned in the requisition

shall be dealt with at the meeting to which the requisition

relates.

of^e'*^™8e8^ (^) ^^^ co-operative shall pay to the requisitionists the sum
deposited under clause b of subsection 4 unless at the meeting

to which the requisition relates the members by a majority

of the votes cast reject the repayment to the requisitionists.

Liabilities of Members

Liability
on decrease
of issued
capital

72.—(1) Where the issued loan or share capital of a co-

operative is decreased by an amendment to the articles, each

person who was a member on the effective date of the amend-
ment is individually liable to the creditors of the co-operative

for the debts due on that date to an amount not exceeding

the amount of the repayment to him.

Limitation
of liability

(2) A person is not liable under subsection 1 unless,

(a) the co-operative has been sued for the debt within

six months after the effective date of the amendment
and execution has been returned unsatisfied in whole
or in part; and

(b) he is sued for the debt in a court of competent
jurisdiction within two years from the effective date

of the amendment.
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(3) After execution has been so returned, the amount due i*®"^

on the execution, not exceeding the amount of the repayment
to the person, is the amount recoverable against such person.

(4) Where it is made to appear that there are numerous class

members who may be hable under this section, the court

of competent jurisdiction may permit an action to be brought

against one or more of them as representatives of the class

and, if the plaintiff establishes his claim as creditor, may make
an order of reference and add as parties in the referee's

office all such members as may be found, and the referee shall

determine the amount that each should contribute towards

the plaintiff's claim and may direct payment of the sum so

determined.

(5) No person holding shares or loans in the capacity of a^^®'^i>erin

personal representative and registered on the records of the capacity

co-operative as a member and therein described as representing

in such capacity a named estate, person or trust is personally

liable under this section, but the estate, person or trust is

subject to all liabilities imposed by this section.

73. A member of a co-operative as such is not answerable Jfabrnty^

or responsible for any act, default, obligation or liability of the limited

co-operative or for any engagement, claim, payment, loss,

injury, transaction, matter or thing relating to or connected
with the co-operative.

Meetings of Members

74.— (1) Subject to subsections 2 and 3, the meetings ofP^^ce^of^

the members shall be held at the place where the head office

of the co-operative is located.

(2) Where the by-laws of the co-operative so provide, the Exception

meetings of the members may be held at any place within

Ontario.

(3) Where the articles of the co-operative so provide, the^*^®"*

meetings of the members may be held at one or more places

outside Ontario specified therein.

75.—(1) Subject to subsection 2 and in the absence of other J^l^f^l
provisions in that behalf in the articles or by-laws of the

co-operative,

(a) notice of the time and place for holding a meeting
of the members shall be given to each person who is

entitled to notice of meetings and who on the record

date for notice appears on the records of the co-
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operative as a member by sending the notice by pre-

paid mail to his latest address as shown on the

records of the co-operative twenty-one days or more
before the date of the meeting but in no case more
than fifty days before the date of the meeting;

(6) all questions proposed for the consideration of the

members at a meeting of members shall be deter-

mined by the majority of the votes cast, and the

chairman presiding at the meeting has a second or cast-

ing vote in case of an equality of votes

;

(c) the chairman presiding at a meeting of members
may, with the consent of the meeting and subject

to such conditions as the meeting decides, adjourn

the meeting from time to time and from place to

place

;

{d) the president or, in his absence, a vice-president who
is a director shall preside as chairman at a meeting

of members, but, if there is no president or such a

vice-president or if at a meeting neither of them is

present within fifteen minutes after the time ap-

pointed for the holding of the meeting, the members
present shall choose a person from their number to be
the chairman;

{e) unless a poll is demanded, an entry in the minutes
of a meeting of members to the effect that the chair-

man declared a motion to be carried is admissible

in evidence as prima facie proof of the fact without
proof of the number or proportion of votes recorded

in favour of or against the motion.

Notice
^2) The articles or by-laws of the co-operative shall not

provide for fewer than twenty-one days notice for meetings of

members and in no case shall notice be given fifty days before

the date of the meeting and the articles or by-laws shall not

provide that notice may be given otherwise than individually.

^°'^
(3) If a poll is demanded, it shall be taken in such manner

as the by-laws prescribe, and, if the by-laws make no provision

therefor, then as the chairman directs.

Voting 7Q^

—

(\\^ ^ member of a co-operative has only one vote.

proSiwted (^) Subject to subsection 3, no member of a co-operative

shall vote by proxy.

SoSoratfon ^^) ^ corporate member may appoint under its corporate

seal one of its directors or officers to attend and vote on its
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behalf at meetings of members and such director or officer

has only one vote.

77. A co-operative shall hold an annual meeting of its^^^^^^^^g

members not later than eighteen months after its incorporation

and subsequently not more than fifteen months after the hold-

ing of the last preceding annual meeting and at such meeting

any member shall have an opportunity to raise any matter

relevant to the affairs and business of the co-operative.

78. The directors may at any time call a general meeting
Meetings

of the members for the transaction of any business, the

general nature of which is specified in the notice calling the

meeting.

79.—(1) Five per cent of the members of a co-operative may Requisition

requisition the directors to call a general meeting of the mem- meeting

bers for any purpose that is connected with the affairs of the

co-operative and that is not inconsistent with this Act.

(2) The requisition shall state the general nature of the ^<iiii8ition

business to be presented at the meeting and shall be signed

by the requisitionists and deposited at the head office of the

co-operative and may consist of several documents in like

form, each signed by one or more requisitionists.

(3) Upon deposit of the requisition, the directors shall
^"ectors

forthwith call a general meeting of the members for thetcrcaii

transaction of the business stated in the requisition.

(4) If the directors do not within thirty days from the
^Jj^ftfonists

date of the deposit of the requisition call and hold the meeting, may can

any of the requisitionists may call the meeting, which shall

be held within sixty days from the date of the deposit of the

requisition.

(5) A meeting called under this section shall be called as ^*et^g

^

nearly as possible in the same manner as meetings of members
are called under the by-laws, but, if the by-laws provide for

more than twenty-one days notice of meetings, twenty-one

days notice is sufficient for the calling of the meeting.

(6) The co-operative shall. K^'Sles

(a) reimburse the requisitionists for any reasonable ex-

penses incurred by them by reason of the action

taken by them under subsection 4 ; and

{b) retain out of any moneys due or to become due, by
way of fees or other remuneration for their services,
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Requisition
by court
order

to such of the directors as were in default, an amount
equal to the amount the requisitionists were reim-

bursed,

unless, at the meeting, the members by a majority of the

votes cast reject the reimbursement of the requisitionists.

80. Notwithstanding section 79, upon application by a

member of a co-operative, the court, if satisfied that the

application is made in good faith and that it is prima facie

in the interests of the co-operative or its members that the

meeting be held on requisition, may make an order, upon
such terms as to security for the costs of holding the meeting
or otherwise as to the court seem fit, requiring the directors

to call a general meeting of the members for any purpose

that is connected with the affairs of the co-operative and that

is not inconsistent with this Act.

Court may
direct
method of
holding
meetings

Record
dates

81, If for any reason it is impracticable to call a meeting

of members of a co-operative in any manner in which
meetings of members may be called or to conduct the

meeting in the manner prescribed by this Act, the articles or

by-laws, the court may, on the application of a director or a

member who would be entitled to vote at the meeting,

order a meeting to be called, held and conducted in such

manner as the court thinks fit, and any meeting called, held

and conducted in accordance with the order shall for all

purposes be deemed to be a meeting of members of the

co-operative duly called, held and conducted.

82. The by-laws may provide for the fixing in advance
of a date as the record date,

(a) for the determination of the members entitled to

notice of meetings of the members, which record date

for notice shall not be more than fifty days before

the date of the meeting and not fewer than the

minimum number of days for notice of the meeting
and where no such record date for notice is fixed,

the record date for notice shall be at the close of

business on the day next preceding the day on which

notice is given or sent ; and

(h) for the determination of the members entitled to vote

at meetings of the members which record date for

voting shall not be more than two days, excluding

Saturdays and holidays, before the date of the

meeting and where no such record date for voting is

fixed, the record date for voting shall be the time of

the taking of the vote.
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83.—(1) Where a person holds shares as a personal ^^^^Og^^^^j.^^

representative of a member, the personal representative is^ive

entitled to vote at all meetings of members.

(2) Where a person mortgages or hypothecates his shares, ^^''^fi^*^®®-

that person is the person entitled to vote at all meetings of

members unless, in the instrument creating the mortgage or

hypothec, he has expressly empowered the person holding

the mortgage or hypothec to vote, in which case, subject to the

articles, such holder is the person entitled to vote.

84. Where two or more persons hold the same share or J^^^^j^^j^^^g

shares jointly, any one of such persons present at a meeting

of members has the right in the absence of the other or

others to vote, but, if more than one of such persons are

present and vote, they shall vote together as one on the share

or shares jointly held by them.

DIRECTORS AND OFFICERS

Directors

86.— (1) Every co-operative shall have a board of directors |oardo^

however designated.

(2) The board of directors shall consist of a fixed number composition

of directors, not fewer than five.

(3) A majority of directors on the board of directors of every i<*e™

co-operative shall be resident Canadians.

86.—^(1) Each of the persons named as first directors in^^^j.Qj.g

the articles of a co-operative is a director of the co-operative

until replaced by a person duly elected or appointed in his

stead.

(2) The first directors of a co-operative have all the powers i^®™

and duties and are subject to all the liabilities of directors.

87. No person shall be a director of a co-operative unless directors

he is a member thereof and, if he ceases to be a member, he members

thereupon ceases to be a director.

88.—(1) A co-operative may by by-law increase or, sub-^^^^®*°f

ject to subsection 2 of section 85, decrease the number of its directors

directors as set out in its articles.

(2) Where a co-operative incorporated under The Cor- ^<*®'"

porations Act ox di predecessor of that Act or under a general ^•^•°-^^°'

or special Act of the Legislature before the coming into
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force of this Act has fewer than five directors, it shall,

under subsection 1, within two years of the coming into force

of this Act, increase the number of its directors to not fewer

than five.

Filing of
by-law

Validity

(3) A co-operative shall file with the Minister a certified copy
of the by-law within ten days after the by-law has been
confirmed by the members.

(4) Failure to comply with subsection 3 does not affect

the validity of the by-law.

mfectors
^®*— (^^ ^^ person under eighteen years of age shall be a

director of a co-operative.

Qualifications
(2) No undischarged bankrupt or mentally incompetent

person shall be a director, and, if a director becomes a

bankrupt or a mentally incompetent person, he thereupon

ceases to be a director.

Consent
(3) A person who is elected or appointed a director is not a

director unless.

{a) he was present at the meeting when he was
elected or appointed and did not refuse at the meeting

to act as director

;

(b) where he was not present at the meeting when he

was elected or appointed, he consented to act as

director in writing before his election or appointment
or within ten days thereafter.

Idem
(4) For the purposes of subsection 3, a person who is

elected or appointed as director and refuses under clause a

of subsection 3 or fails to consent under clause b of sub-

section 3 shall be deemed not to have been elected or appointed

as a director.

Eiecwo^of 90^— (1) The directors shall be elected by the members
in general meeting, and the election shall be by ballot in the

manner prescribed by section 91.

Idem
(2) The election of directors shall take place yearly or at

such other interval not exceeding five years as is provided

by the articles and all the directors then in office shall

retire, but are eligible for re-election.

Pnofflce*"''^ (3) If an election of directors is not held within the pre-

scribed period, the directors continue in office until their

successors are elected.
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(4) The articles may provide for the election and retire- Rotation

ment of directors in rotation, but in that case no director

shall be elected for a term of more than five years and at

least two directors shall retire from office in each year.

(5) It shall not be necessary for all directors to hold office ^**®™

for the same term.

91. Every member entitled to vote at an election of^°^^^^^°'"

directors, if he votes, shall cast thereat a number of votes

equal to the number of directors to be elected, and the

member shall distribute the votes among the candidates in

such manner as he sees fit, but no candidate shall receive

more than one vote from each member.

02.— (1) Subject to subsection 2, where a vacancy occurs ^^^^^'^^^^^

in the board, and a quorum of directors remains, the directors

remaining in office may appoint a qualified person to fill the

vacancy for the remainder of the term, but the articles may
provide that such vacancy may only be filled by election at a

general meeting of the members duly called for that purpose.

(2) Where the number of directors is increased, the vacancies ^^^^

resulting from such increase shall only be filled by election at a

general meeting of the members duly called for that purpose.

(3) When there is not a quorum of directors in office, the idem, where
V / T

r • 1 11
no quorum

director or directors then in office shall forthwith call a

general meeting of the members to fill the vacancies, and, in

default or if there are no directors then in office, the meeting

may be called by any member.

93. Unless the articles or by-laws otherwise provide, a^rectars°^

majority of the board of directors constitutes a quorum, but

in no case shall a quorum be less than two-fifths of the board

of directors.

94.— (1) Subject to subsection 2, the meetings of the board ^i|^^^®j°^g

of directors and the executive committee shall be held at

the place where the head office of the co-operative is located.

(2) Where the by-laws of the co-operative so provide, thc^^®P"°°

meetings of the board of directors and of the executive com-
mittee may be held at any place within or outside Ontario,

but in any financial year of the co-operative a majority of the

meetings of the board of directors and a majority of the

m^eetings of the executive committee shall be held at a place

within Canada.

(3) Subject to the by-laws of the co-operative, where all
J^flphon^e''^

the directors have consented thereto, any director may par-
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ticipate in a meeting of the board of directors or of the

executive committee by means of conference, telephone or

other communications equipment by means of which all

persons participating in the meeting can hear each other, and a

director participating in a meeting pursuant to this subsection

shall be deemed for the purposes of this Act to be present

in person at that meeting.

Pij^eof
b ^^) ^^ ^ majority of the directors participating in a meeting

telephone held pursuant to subsection 3 are then in Canada, the meeting
shall be deemed to have been held in Canada.

Calling
meetings of
directors

95.—(1) In addition to any other provision in the articles

or by-laws of a co-operative for calling meetings of directors,

a quorum of the directors may, at any time, call a meeting of

the directors for the transaction of any business the general

nature of which is specified in the notice calling the meeting.

Notice
(2) In the absence of any other provision in that behalf in

the by-laws of the co-operative, notice of the time and place

for the holding of the meeting called under subsection 1

shall be given to every director of the co-operative by sending

the notice by prepaid mail ten days or more before the date

of the meeting to his latest address as shown on the records

of the co-operative.

Duties

Conduct of
business

96.—(1) The board of directors shall manage or sui>ervise

the management of the affairs and business of the co-operative.

(2) Subject to section 97, no business of a co-operative shall

be transacted by its board of directors except at a meeting of

directors at which a. quorum of the board is present and at

which a majority of the directors present are resident

Canadians.

Idem

Executive
committee

Quorum

(3) Where there is a vacancy or vacancies in the board of

directors, the remaining directors may exercise all the powers
of the board so long as a quorum of the board remains in

office.

97.—(1) Where the number of directors of a co-operative is

more than six, and if authorized by a by-law, the directors may
elect from among their number an executive committee con-

sisting of not fewer than three of whom a majority shall be

resident Canadians and may delegate to the executive com-
mittee any powers of the board of directors, subject to the

restrictions, if any, contained in the by-law or imposed from
time to time by the directors.

(2) An executive committee may fix its quorum, which shall

be not less than a majority of its members.

258



51

(3) No business shall be transacted bv an executive com- conduct of
UllSlDfiSS

mittee except at a meeting of its members at which a quorum
of the executive committee is present and at which a majority

of the members present are resident Canadians.

98.—(1) Every director of a co-operative who has, directly SVSorao?^
or indirectly, any interest in any contract or transaction to interests in

which the co-operative or a subsidiary thereof is or is to be a

party, other than a contract or transaction in which his interest

is limited solely to his remuneration as a director, officer or

employee, shall declare his interest in such contract or trans-

action at a meeting of the directors of the co-operative and shall

at that time disclose the nature and extent of such interest

including, as to any contract or transaction involving the

purchase or sale of property by or to the co-operative or a sub-

sidiary thereof, the cost of the property to the purchaser and
the cost thereof to the seller, if acquired by the seller within five

years before the date of the contract or transaction, to the

extent to which such interest or information is within his

knowledge or control, and shall not vote and shall not in respect

of such contract or transaction be counted in the quorum.

(2) Subsection 1 does not require the disclosure of any^^^®^^^*^

interest in any contract or transaction unless, material

(a) the interest and the contract or transaction are both
material; or

(6) the subject of the contract or transaction is of a type

not available to all members of the co-operative.

(3) The declaration required by this section shall be rnade when^^^^^^

at the meeting of the directors at which the proposed contract of interest

or transaction is first considered, or if the director is not at the

date of the meeting interested in the proposed contract or trans-

action, at the next meeting of the directors held after he

becomes so interested, or if the director becomes interested in a

contract or transaction after it is entered into, at the first

meeting of the directors held after he becomes so interested, or

if a contract or a proposed contract or transaction is one that

in the ordinary course of the co-operative's business, would not

require approval by the directors or shareholders, at the first

meeting of the directors held after the director becomes aware

of it.

(4) If a director has made a declaration and disclosure |^®j^^°^jq^

of his interest in a contract or transaction in compliance
with this section and has not voted in respect of the contract

or transaction at the meeting of the directors of the co-

operative, the director, if he was acting honestly and in good
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faith at the time the contract or transaction was entered

into, is not by reason only of his holding the office of director

accountable to the co-operative or to its members for any
profit or gain realized from the contract or transaction,

and the contract or transaction, if it was in the best interests

of the co-operative at the time the contract or transaction

was entered into, is not voidable by reason only of the

director's interest therein.

byn?embers" (^) Notwithstanding anything in this section, a director,

if he was acting honestly and in good faith, is not accountable

to the co-operative or to its members for any profit or gain

realized from any such contract or transaction by reason only

of his holding the office of director, and the contract or trans-

action, if it was in the best interests of the co-operative at the

time it was entered into, is not by reason only of the director's

interest therein voidable,

{a) if the contract or transaction is confirmed or ap-

proved by at least two-thirds of the votes cast at a

general meeting of the members duly called for that

purpose ; and

{b) if the nature and extent of the director's interest

in the contract or transaction are declared and dis-

closed in reasonable detail in the notice calling the

meeting.

General
notice of
interest

(6) For the purposes of this section, a general notice to

the directors by a director declaring that he is a director

or officer of or has a material interest in a person that is a

party to a contract or proposed contract with the co-operative

is a sufficient declaration of interest in relation to any contract

so made.

Liability of
directors re
purchase of
shares

99.— (1) Where a co-operative acquires any of its shares or

repays any of its loans in contravention of this Act or the

articles, the directors who voted in favour of or consented to the

resolution authorizing the acquisition or repayment are jointly

and severally liable to the co-operative to the extent of the

amount paid out.

t(fcourt^*°° (2) Where a co-operative acquires any of its shares or

repays any of its loans in contravention of this Act or the

articles,

{a) any member of the co-operative; or

(b) where the acquisition or repayment is in con-

travention of subsection 2 of section 32, subsection 1
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of section 67 or section 69, any creditor of the co-

operative who was a creditor at the time of the

acquisition or repayment,

may apply to the court within two years of the acquisition

or repayment and the court may, if it considers it to be just and
equitable under the circumstances, make an order making
any member whose shares were acquired liable to the co-

operative jointly and severally with the directors, to the

extent of the amount paid to him.

100. Where any dividend is declared and paid in contra- Liability
. -i

'^
of directors

Vention of section 58, re dividends

{a) the directors who voted in favour of or consented to

the resolution authorizing the declaration of the

dividend are jointly and severally liable to the

co-operative to the extent of the amount of the

dividend so declared and paid or such part thereof

as renders the co-operative insolvent or diminishes

its capital ; and

{b) any member of the co-operative or any creditor

of the co-operative who was a creditor at the time of

the declaration of the dividend may apply to the

court within two years of the declaration, and the

court may, if it considers it to be just and equitable

under the circumstances, make an order making any
member to whom the dividend is paid jointly and
severally liable with the directors to the extent of

the amount of the dividend paid to him.

101.—(1) A director who was present at a meeting of the^onsentof

board of directors or an executive committee thereof when, meeting

{a) the redemption or purchase of shares of the co-

operative is authorized

;

(b) the declaration and payment of a dividend is author-

ized; or

(c) the repayment of loans to members is authorized,

shall be deemed to have consented thereto unless,

{d) his dissent is entered in the minutes of the meeting;

{e) he files his written dissent with the person acting as

secretary of the meeting before its adjournment; or
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Idem

(/) he delivers or sends his dissent by registered mail

to the co-operative immediately after the adjourn-

ment of the meeting,

and within seven days after complying with clause d, e or f
he sends a copy of his dissent by registered mail to the

Minister.

(2) A director who voted in favour of a matter referred to

in subsection 1 is not entitled to dissent under subsection 1.

director
°^

(3) A director who was not present at a meeting of the

not at board of directors or any executive committee thereof when,
meeting •'

{a) the redemption or purchase of shares of the co-

operative is authorized;

{h) the declaration and payment of a dividend is author-

ized; or

(c) the repayment of loans to members is authorized,

shall be deemed to have consented thereto unless,

{d) he delivers or sends to the co-operative by registered

mail his dissent ; or

{e) he causes his dissent to be filed with the minutes of

the meeting,

within seven days after he becomes aware of the authorization

referred to in clause a, b or c and unless, within seven days

after complying with clause d or e, he sends a copy of his

dissent by registered mail to the Minister.

Exception to
liability

Liability not
excluded

Liability of
directors for
wages

R.S.0. 1970,
cc. 263, 147

102.—(1) A director is not hable under section 99 or 100

if, in the circumstances, he discharged his duty to the co-

operative in accordance with section 108.

(2) The liability imposed by this Act upon a director is in

addition to any other liability that is by law imposed upon
him.

103.— (1) The directors of a co-operative are jointly and
severally liable to the employees of the co-operative to whom
The Master and Servant Act applies for all debts that become
due while they are directors for services performed for the

co-operative, not exceeding six months wages, and for the

vacation pay accrued for not more than twelve months under

The Employment Standards Act and the regulations thereunder

or under any collective agreement made by the co-operative.
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(2) A director is liable under subsection 1, ,¥^.w?"°°°*^
^ '

' liability

(a) only if,

(i) the co-operative has been sued for the debt

within six months after it has become due
and execution against the co-operative has

been returned unsatisfied in whole or in part,

or

(ii) the co-operative has within that period gone
into liquidation or has been ordered to be

wound up or has made an authorized assign-

ment under the Bankruptcy Act (Canada), or ^fis'
^^^°'

a receiving order under the Bankruptcy Act

(Canada) has been made against it and, in any
such case, the claim for the debt has been

proved; and

{h) he is sued for the debt while he is a director or

within two years after he ceases to be a director.

(3) After execution has been so returned against the co- idem

operative, the amount recoverable against the director is the

amount remaining unsatisfied on the execution.

(4) If the claim for the debt has been proved in liquidation ^^^^^^"^
or winding-up proceedings or under the Bankruptcy ^c/whoVys

(Canada), a director who pays the debt is entitled to any
preference that the creditor paid would have been entitled to

or, if a judgment has been recovered for the debt, the director

is entitled to an assignment of the judgment.

104. The members may, by resolution passed by a majority ^j®^°^*^°f

of the votes cast at a general meeting duly called for that pur-

pose, remove any director before the expiration of his term of

office and may, by a majority of the votes cast at the meeting,

elect any person in his stead for the remainder of his term.

Officers

105.—(1) A co-operative shall have a president and a secre- oncers

tary and such other officers as are provided for by by-law or

by resolution of the directors.

(2) In the absence of other provisions in that behalf in the f^®oVntm^nt
articles or by-laws, the directors,

{a) shall elect the president from among themselves;
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(b) shall appoint or elect the secretary ; and

(c) may appoint or elect one or more vice-presidents or

other officers.

??the board ^^^' ^ co-operative may by by-law,

(a) provide for the election or appointment by the

directors from among themselves of a chairman of

the board;

(b) define the duties of the chairman

;

(c) assign to the chairman all or any of the duties of the

president or of any other officer of the co-operative,

and, if the by-law assigns to the chairman any of the duties

of the president, it shall also fix and prescribe the duties of

the president.

tionsof*
107. Unless the articles or by-laws otherwise provide, no

chairman person shall be the president of a co-operative unless he is a

director of the co-operative, but no other officer except the

chairman of the board need be a director.

General

standard of 108. Everv director and officer of a co-operative shall
CftP6 of
directors and exercise the powers and discharge the duties of his office honest-

cers
jy .^ good faith and in the best interests of the co-operative,

and in connection therewith shall exercise the degree of care,

diligence and skill that a reasonably prudent person would

exercise in comparable circumstances.

Validity of 109. An act done by a director or by an officer is not

directors and invalid by reasou only of any defect that is thereafter dis-

covered in his appointment, election or qualification.

J°^j^mnlfica- j jq^—(J) SubjCCt tO SubsCCtion 2, the by-laws of a co-

directors and operative may provide that every director and officer of the

co-operative and his heirs, executors, administrators and other

legal personal representatives may from time to time be in-

demnified and saved harmless by the co-operative from and
against

,

(a) any liability and all costs, charges and expenses that

he sustains or incurs in respect of any action, suit or

proceeding that is proposed or commenced against him
for or in respect of anything done or permitted by
him in respect of the execution of the duties of his

office; and
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{b) all other costs, charges and expenses that he sustains

or incurs in respect of the affairs of the co-operative.

(2) No director or officer of a co-operative shall be indem- ^^^^

nified by the co-operative in respect of any liability, costs,

charges or expenses that he sustains or incurs in or about any
action, suit or other proceeding as a result of which he is

adjudged to be in breach of any duty or responsibility imposed i

upon him under this Act or under any other statute unless,

in an action brought against him in his capacity as director or

officer, he has achieved complete or substantial success as a

defendant.

(3) A co-operative may purchase and maintain insurance ^'^^"^^^^^

for the benefit of a director or officer thereof, except insurance

against a liability, cost, charge or expense of the director or

officer incurred as a result of a contravention of section 108.

INSIDERS

111.—(1) Every insider of a co-operative or associate orLJ^^ityof ,

affiliate of such insider who, in connection with a transaction
|

relating to the securities of the co-operative, makes use of any I

specific confidential information for his own benefit or advantage

that, if generally known, might reasonably be expected to affect

materially the value of such securities, is liable to compensate

any person for any direct loss suffered by such person as a result

of the transaction, unless the information was known or ought

reasonably to have been known to such person at the time of

the transaction, and is also accountable to the co-operative for

any direct benefit or advantage received or receivable by such

insider, associate or affiliate, as the case may be, as a result

of the transaction.

(2) An action to enforce any right created by subsection 1 pe^id*"""

may be commenced only within two years after the date of

completion of the transaction that gave rise to the cause of

action.

(3) In this section. utf^"^'

(a) "associate", where used to indicate a relationship

with any person, means,

(i) any corporation of which such person bene-

ficially owns, directly or indirectly, equity

shares carrying more than 10 per cent of the

voting rights attached to all equity shares of

the corporation for the time being outstanding,
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(ii) any partner of that person acting by or for

the partnership of which they are both
partners,

(iii) any trust or estate in which such person has a

substantial beneficial interest or as to which
such person serves as trustee or in a similar

capacity,

(iv) any spouse, son or daughter of that person, or

(v) any relative of such person or of his spouse,

other than a relative referred to in subclause

iv, who has the same home as such person;

(6) "insider" or "insider of a co-operative" means any
director or senior officer of a co-operative.

^<*®"^
(4) For the purposes of this section, one corporation shall be

deemed to be affiliated with another corporation if, but only

if, one of them is the subsidiary of the other.

commence 112,—(1) Upon application by any person who was at the
action time of a transaction referred to in subsection 1 of section 111

or is at the time of the application an owner of securities of the

co-operative, the court may, if satisfied that,

(a) such person has reasonable grounds for believing that

the co-operative has a cause of action under section

111; and

(6) either,

(i) the co-operative has refused or failed to com-
mence an action under section 111 within

sixty days after receipt of a written request

from such person so to do, or

(ii) the co-operative has failed to prosecute dili-

gently an action commenced by it under
section 111,

make an order, upon such terms as to security for costs and
otherwise as to the court seems fit, requiring the Minister to

commence or continue an action in the name of and on behalf

of the co-operative to enforce the liability created by section

111.
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(2) The applicant under subsection 1 shall give to the co- Notice

operative and the Minister notice of his application, and the

co-operative and the Minister have the right to appear and be

heard thereon.

(3) Every order made under subsection 1 shall provide that
co.o®ier°^e

the co-operative shall co-operate fully with the Minister in

the institution and prosecution of the action and shall make
available to the Minister all records, documents and other

material or information known to the co-operative or reason-

ably ascertainable by the co-operative relevant to the action.

RECORDS

1 13.—(1) Where this Act requires a record to be kept by a Records

co-operative, it may be kept in a bound or looseleaf book, or

by means of a mechanical, electronic or other device.

(2) Where a record is not kept in a bound book, the co- J^^^q^jJ^"*

operative shall, ^°°^

(a) take adequate precautions, appropriate to the means
used, for guarding against the risk of falsifying the

information recorded; and

(6) provide means for making the information available

in an accurate and intelligible form within a reason-

able time to any person lawfully entitled to examine
the record.

(3) The bound or looseleaf book or, where the record isAdmissi-

not kept in a bound or looseleaf book, the information in the records in

form in which it is made available under clause b of subsection

2 is admissible in evidence as prima facie proof, before and
after dissolution of the co-operative, of all facts stated therein.

(4) No person shall remove, withhold or destroy information False

required by this Act or the regulations to be recorded, or,

(a) record or assist in recording any information in a

record; or

{b) make information purporting to be accurate avail-

able in a form referred to in clause b of subsection 2,

knowing it to be untrue.

114. A co-operative shall cause to be kept the following Records

records

:

1. A copy of the articles of the co-operative.
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2. All by-laws and resolutions, including special resolu-

tions of the co-operative.

3. A register of members and security holders in which is

set out the names alphabetically arranged or alpha-

betically indexed in appropriate categories of,

i. in a co-operative with share capital, all persons

who are or have been within ten years registered

as holders of shares in the co-operative and the

address including the street and number, if

any, of every such person while a holder, in

which are set out also the number and class of

shares held by such holder,

ii. in a co-operative without share capital, all

persons who are or have been within ten years

registered as members of the co-operative and
the address including the street and number,
if any, of every such person while a member,

iii. in a co-operative with or without share capital,

all persons who are or who have been holders of

debt obligations other than debt obligations

in bearer form of the co-operative and the

address including the street and number, if

any, of every such person while a holder in

which are set out also the class or series and
principal amount of the debt obligations held

by such holder.

4. A register of directors in which are set out the names
and residence addresses while directors, including the

street and number, if any, of all persons who are or

have been directors of the co-operative with the

several dates on which they have become or ceased to

be a director.

5. Proper accounting records in which are set out all

financial and other transactions of the corporation

including, without limiting the generality of the fore-

going, records of,

i. all sums of money received and disbursed by
the co-operative and the matters with respect

to which receipt and disbursement took place,

ii. all sales and purchases of the co-operative,

iii. the assets and liabilities of the co-operative,

and
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iv. all other transactions affecting the financial

position of the co-operative.

6. The minutes of all proceedings at meetings of members,
directors and any executive committee.

115. Every co-operative shall cause to be kept a register Register of

of transfers in which all transfers of securities issued by the

co-operative in registered form and the date and other parti-

culars of each transfer shall be set out.

116. A co-operative may appoint a registrar and a transfer Transfer

agent to keep the register of security holders and the register

of transfers.

117.— (1) The register of security holders and the register where^^^^

of transfers shall be kept at the head office of the co-operative be kept

or at such other office or place in Ontario as is appointed by
resolution of the directors.

(2) Registration of the transfer of a securitv of the co- valid... . f f- , ,. registration
operative in the register of transfers is a complete and valid

registration for all purposes.

(3) A co-operative, registrar or transfer agent is not liable ^j?|^^^^**°°

to produce a security certificate or any document that is evi- documents

dence of the issue or transfer of the security certificate after

six years,

(a) in the case of a share certificate from the date of its

cancellation; or

{b) in the case of a certificate representing a debt obliga-

tion, from the date of retirement of the whole debt
obligation of which the certificate represents a part.

118.—(1) The records mentioned in sections 114 and ^^5f^°^^^
shall, during the normal business hours of the co-operative,

^^*^^°^*^*Jj^°

be open to examination by any director and shall, except as

provided in section 117 and in subsections 2 and 3 of this

section, be kept at the head office of the co-operative.

(2) A co-operative may keep at any place where it conducts ^®^ount at

its affairs such parts of the accounting records as relate to the branch

operations, business and assets and liabilities of the co-operative

carried on, supervised or accounted for at such place, but there

shall be kept at the head office of the co-operative or such other

place as is authorized under subsection 3 such records as will

enable the directors to ascertain quarterly with reasonable

accuracy the financial position of the co-operative.
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Order for (3) Where a co-operative,
removal of ^ ' ^
records

(a) shows, to the satisfaction of the Minister, the neces-

sity of keeping all or any of the records mentioned in

subsection 1 at a place other than the head office of

the co-operative ; and

[b) gives to the Minister adequate assurance, by surety

bond or otherwise, that such records will be open for

examination,

(i) at the head office or some other place in Ontario
designated by the Minister, and

(ii) by any person who is entitled to examine them
and who has applied to the Minister for such
an examination,

the Minister may, by order and upon such terms as he thinks

fit, permit the co-operative to keep such of them at such
place or places, other than the head office, as he thinks fit

and the Minister may by order and upon such terms as he sees

fit rescind any such order.

Ebcamination HQ,— (1) Subjcct to sectiou 120, the records of a co-
of records ^ ' . " , .

by members operative mentioned in section 1 14 or 115, other than account-
fi.Tid crfidltors

ing records, resolutions of directors and the minutes of pro-

ceedings at meetings of directors and any executive committee,
shall, during the normal business hours of the co-operative

and at the place or places where they are kept, be open to

examination by the members and creditors or their agents or

personal representatives, and any of them may make extracts

therefrom.

Idem
(2) No person shall refuse to permit a person entitled thereto

to inspect such records or to make extracts therefrom.

Lists of 120.—(1) Any member or creditor, upon filing with the co-
members .

^ ' . •' rr ^ ri -i • r,
and security operative or its agent the affidavit referred to in subsection 2
holders may,

(a) make or cause to be made ; or

{b) require a co-operative or its transfer agent to make,
upon payment of a reasonable charge therefor,

a list setting out the names alphabetically arranged of all or

any members or security holders or both of the co-operative

and the addresses of each such person as shown on the records of

the co-operative made up to a date not more than ten days
before the date of filing the affidavit.
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(2) The affidavit referred to in subsection 1 shall be rnade^^rm^f^

by the applicant and shall be in the following form

:

Form of Affidavit

Province of Ontario I In the matter of

County of
j

{Insert name of co-operative) ;]

I of the of , I

in the of , \\

make oath and say

:

j|

{Where the applicant is a corporation, indicate office and ^r

authority of deponent.) |i

1. I am a member or a creditor of the above-named |i

co-operative. i

2. I require the list (or require to make a list) of the

members (security holders) of the above-named co-
.|

operative.
|j

3. I require the list of members (security holders) only

for purposes connected with the above-named co-

operative.

4. The list of members (security holders) and the in- [J

formation contained therein will be used only for
j

purposes connected with the above-named co-

operative.

SWORN, etc.
'

(3) Where the applicant is a corporation, the affidavit shall be
J^^™^

'

made by the president or other officer authorized by resolution applicant a j,,/,,,. ,, corporation '

of the board of directors of the corporation.

(4) No j)erson shall use a list of all or any of the members use of

of a co-operative obtained under this section,

{a) for the purpose of delivering or sending to all or any

of the members advertising or other print(^d matter

relating to securities other than the securities of the

co-operative ; or

{b) for any purpose not connected with the co-operative.

(5) Every co-operative or transfer agent shall furnish a list
J^^q^b'^

in accordance with subsection 1 when so required.
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Purposes
of list

(6) Purposes connected with the co-operative include any
effort to influence the voting of members or security holders

at any meeting thereof.

infiste^*"^ 121. No person shall offer for sale or sell or purchase or

otherwise traffic in a list or a copy of a list of all or any of

the members of a co-operative.

Power of
court to
correct

122.—(1) Where the name of a person is, without sufficient

cause, entered in or omitted from the records of a co-operative

other than accounting records, or if default is made or un-

necessary delay takes place in entering therein the fact of any
person having ceased to be a security holder or member of

the co-operative, the person aggrieved, or any security holder

or member of the co-operative, or the co-operative itself, may
apply to the court for an order that the records be rectified,

and the court may dismiss such application or make an order

for the rectification of the records and may direct the co-

operative to compensate the party aggrieved for any damage
he has sustained.

Decision
as to title

Trial of
issue

(2) Any court may, in any proceeding under this section,

decide any question relating to the entitlement of a person

who is a party to the proceeding to have his name entered in

or omitted from such records whether the question arises

between two or more security holders or members or alleged

security holders or members, or between any security holders

or members or alleged security holders or members and the

co-operative.

(3) The court may direct an issue to be tried.

of^coifrt*^^T ^^^ ^^^^ section does not deprive any court of any juris-

affected diction it Otherwise has.

Exemption
from audit

AUDITORS AND FINANCIAL STATEMENTS

123.—(1) Where in a financial year all the members in a
provisions co-operative that.

(a) has fifteen or fewer members

;

(6) has capital not exceeding $15,000 as shown on the

financial statement of the co-operative for the pre-

ceding year ; and

(c) has assets not exceeding $50,000 and sales or gross

operating revenues ftot exceeding $100,000, as shown
on the financial statement of the co-operative for the

preceding year,
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consent in writing, the co-operative is exempt from sections

124 and 125, subsections 1 and 2 of section 126, section 127

and clause b of subsection 1 and subsection 3 of section 128 in

respect of the financial year in which the consent is given.

• (2) For the purposes of this section, capital shall be computed interpre-

by adding together the sums represented by the amounts of, of capital

(a) member and patronage loans made to the co-operative

that are outstanding;

{b) issued capital determined in accordance with section

29;

(c) unsecured long-term debt ; and

(d) surplus,

as shown on the financial statement of the co-operative for

the preceding year.

124.—(1) The members of a co-operative at their first Auditors

general meeting shall appoint one or more auditors to hold

office until the close of the first annual meeting and, if the

members fail to do so, the directors shall forthwith make
such appointment or appointments.

,|

I

(2) The members shall at each annual meeting appoint one^dem
|[

or more auditors to hold office until the close of the next
|

annual meeting and, if an appointment is not so made, the
|

auditor in office continues in office until a successor is ap-
|

pointed.
||

(3) The directors may fill any casual vacancy in the office casual
^ ' J J J vacancy

of auditor, but, while such vacancy continues, the surviving

or continuing auditor, if any, may act.

(4) The members may, by resolution passed by a majority ^^^^0^*^°^

of the votes cast at a general meeting duly called for the

purpose, remove an auditor before the expiration of his term

of office, and shall by a majority of the votes cast at that

meeting appoint another auditor in his stead for the remainder

of his term.

(5) Before calling a general meeting for the purpose speci- ^°'|^® ^°

fied in subsection 4, the co-operative shall, fifteen days or more
before the mailing of the notice of the meeting, give to the

auditor,
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(a) written notice of the intention to call the meeting,

specifying therein the date on which the notice of

the meeting is proposed to be mailed ; and

(b) a copy of all material proposed to be sent to members
in connection with the meeting.

Right of (6) An auditor has the right to make to the co-operative,

makerepre- three days or more before the mailing of the notice of the
sentatlons ,•

j. j.- • -x-meetmg, representations m writing, concerning,

{a) his proposed removal as auditor

;

{b) the appointment or election of another person to

fill the office of auditor ; or

(c) his resignation as auditor,

and the co-operative, at its expense, shall forward with the notice

of the meeting a copy of such representations to each member
entitled to receive notice of the meeting.

Remuner-
ation (7) The remuneration of an auditor appointed by the mem-

bers shall be fixed by the members, or by the directors if

they are authorized so to do by the members, and the remun-
eration of an auditor appointed by the directors shall be fixed

by the directors.

Appointment
(g) jf for any reason no auditor is appointed, the court may,

on the application of a member, appoint one or more auditors

to hold office until the close of the next annual meeting and
may fix the remuneration to be paid by the co-operative for

his or their services.

appointment (^) ^^^ co-operative shall give notice in writing to an auditor

of his appointment forthwith after the appointment is made.

Notice to
auditor of
proposal to
appoint
another

125.—(1) If, at an annual meeting of rnembers, it is pro-

posed to appoint an auditor, other than the incumbent auditor,

the co-operative shall, fifteen days or more before the mailing

of the notice of meeting, give to the incumbent auditor a written

notice of management's intention not to recommend his re-

appointment at the annual meeting, specifying therein the date

on which the notice of the meeting is proposed to be mailed.

Right of (2) The incumbent auditor has the right to make to the co-
incumbent ^ ' . ^

^
...

auditor to operative, three days or more before the mailing of the notice

resentations of the meeting, representations in writing concerning the pro-

posal not to reappoint him as auditor, and the co-operative,
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at its expense, shall forward with the notice of the meeting a

copy of such representations to each member entitled to receive

notice of the meeting.

126.—(1) No person shall be appointed or act as auditor ^fg^^^^j^gg^j

of a co-operative who is a director, officer or employee, or ^^ auditors

who has been, during the two years immediately preceding

the proposed date of his appointment as auditor, a director,

officer or employee of the co-operative or who is a partner, em-

ployer or employee of such director, officer or employee or

who is a related person to any director or officer of the co-

operative.

(2) No person shall be appointed to act as auditor of a co- wem

operative if he or any partner or employer of or related person

to him transacts a material amount of business with the co-

operative.

(3) No person shall be appointed a receiver or a receiver ^uditors

and manager or liquidator of any co-operative of which he or appointed
rGccivers

any partner or employer of or a related person to him is the etc.

auditor or has been auditor within the two years preceding his

appointment as receiver or receiver and manager or liquidator.

(4) No person who is appointed a trustee of the estate of a binknfptcy
co-operative under the Bankruptcy Act (Canada) or any partner not to be

or employer of or a related person to him shall be appointed
p^ § q ^970,

or act as auditor of the co-operative. ^- ^^

127.—(1) The auditor shall make such examination as will Annual

enable him to report to the members as required by sub-

section 2.

(2) The auditor shall make a report to the members on Auditor's
V ' i report

the financial statement, other than the part thereof that

relates to the period referred to in subclause ii of clause b of

subsection 1 of section 128, to be laid before the co-operative

at any annual meeting during his term of office and shall state

in his report whether in his opinion the financial statement

referred to therein presents fairly the financial position of the

co-operative and the results of its operations for the period

under review in accordance with generally accepted accounting

principles applied on a basis consistent with that of the

preceding period, if any.

(3) Where the report under subsection 2 does not contain i^em

the unqualified opinion required thereby, the auditor shall

state in his report the reasons therefor.

(4) Where facts come to the attention of the officers orJiacovered

directors, l^mer^t
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(a) which could reasonably have been determined prior

to the date of the last annual meeting of the members

;

and

(b) which if known prior to the date of the last annual

meeting of members, would have required a material

adjustment to the financial statement presented to the

meeting,

the officers or directors shall communicate such facts to the

auditor who reported to the members under this section and the

directors shall forthwith amend the financial statement and
send it to the auditor.

Amendment
of auditor's
report

Idem

Idem

(5) On the receipt of facts furnished under subsection 4

or from any other source, the auditor shall, if in his opinion it

is necessary, amend his report in respect of the financial

statement in accordance with subsection 3 and the directors

or, if they fail to do so within a reasonable time, the auditor

shall mail such amended report to the members.

(6) If the financial statement contains a statement of

changes in net assets or a statement of source and application

of funds, the auditor shall include in his report a statement

whether in his opinion, in effect, the statement of changes in

net assets or the statement of source and application of funds

presents fairly the information shown therein.

(7) Whether or not the assets and liabilities and income

and expense of any one or more subsidiaries of a co-operative

are included in the financial statement of the co-operative,

the report of the auditor of the co-operative required by
subsection 2 may refer to the reports of auditors of one or more
of such subsidiaries, but such reference shall not derogate

from the duty of the auditor of the co-operative to comply
with subsection 2.

Idem (8) The auditor in his report shall make such statements

as he considers necessary,

(a) if the co-operative's financial statement is not in

agreement with its accounting records

;

(b) if the co-operative's financial statement is not in

accordance with the requirements of this Act

;

(c) if he has not received all the information and ex-

planations that he has required ; or

{d) if proper accounting records have not been kept, so

far as appears from his examination.
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(9) The auditor of a co-operative has rieht of access at all^i^iitof
^ ' '^ " access, etc.

times to all records, documents, accounts and vouchers of the

co-operative and is entitled to require from the directors,

officers and employees of the co-operative such information

and explanation as in his opinion are necessary to enable him
to report as required by subsection 2.

(10) The auditor of a co-operative has right of access at ^^^^

all times to all records, documents, accounts and vouchers

of all subsidiaries of the co-operative and is entitled to require

from the directors, officers and employees of each such sub-

sidiary such information and explanation as in his opinion are

necessary to enable him to report as required by subsection 2.

(11) Where a subsidiary referred to in subsection 10 is ai<iem

corporation to which this Act does not apply, the co-operative

shall make available to its auditor the records, documents,

accounts and vouchers of that subsidiary and shall require the

directors, officers and employees of that subsidiary to make
available to its auditor the information and explanation required

by subsection 10.

(12) The auditor of a co-operative is entitled to attend ^^y^^^^^^^^^
meeting of members of the co-operative and to receive all members'

notices and other communications relating to any such

meeting that a member is entitled to receive, and to be

heard at any such meeting that he attends on any part of the

business of the meeting that concerns him as auditor.

(13) Any member of a co-operative, whether or not he is Member may

entitled to vote at meetings of members, may, by notice auditor's

in writing to the co-operative given five days or more before at members'

any meeting of members, require the attendance of the auditor
^^^ °^

at such meeting at the co-operative's expense, and in such

event the auditor shall attend the meeting.

(14) At anv meeting of members, the auditor, if present , Auditors

u 11
"

• • J- X J 1. L- xi5 u 'must answer
shall answer mquiries directed to him concerning the bases inquiries

upon which he formed the opinion stated in the report made
under subsection 2.

128.—(1) The directors shall lay before each annual meet- i"f°'""^***o°
^ ' -^ to be laid

inc of members, before annual° meeting

(a) a comparative financial statement relating separately

to,

(i) the period that commenced on the date of

incorporation and ended not more than six

months before the annual meeting or, if the
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co-operative has completed a financial year,

that commenced immediately after the end
of the last completed financial year and ended
not more than six months before the annual

meeting, as the case may be, and

(ii) the period covered by the financial year next

,
preceding such latest completed financial year,

if any,

made up of,

(iii) a statement of profit and loss for each period,

(iv) a statement of surplus for each period,

(v) a statement of patronage returns allocated

to members during the year,

(vi) a statement of source and application of funds

for each period, and

(vii) a balance sheet as at the end of each period

;

(6) the report of the auditor to the members ; and

(c) such further information respecting the financial

position of the co-operative as the articles or by-laws

of the co-operative require.

Designation (2) It is not necessary to designate the statements referred

statements to in subsection 1 as the statement of profit and loss, statement

of surplus, statement of patronage returns, statement of

source and application of funds and balance sheet.

repoV\°to^ (3) The report of the auditor to the members shall be
be read read at the annual meeting and shall be open to inspection

at the meeting by any member.

statement 129.— (1) The Statement of profit and loss to be laid

and loss before an annual meeting shall be drawn up so as to present

fairly the results of the operations of the co-operative for the

period covered by the statement and so as to distinguish

. severally at least,

(a) sales or gross operating revenue

;

(b) the operating profit or loss before including or pro-

viding for other items of income or expense that are

required to be shown separately

;
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(c) income from investments in subsidiaries whose
financial statements are not consolidated with those

of the co-operative;

(d) income from other investments;

{e) non-recurring profits and losses of significant amount
including profits or losses on the disposal of capital

assets and other items of a special nature to the

extent that they are not shown separately in the

statement of earned surplus

;

(/) any provision for depreciation or for obsolescence

or for depletion;

{g) amounts written off for goodwill or amortization of

any other intangible assets to the extent that they are

not shown separately in the statement of earned

surplus

;

{h) interest on indebtedness initially incurred for a term
of more than one year, including amortization of

debt discount or premium and expense ; and

(i) taxes on income imposed by any taxing authority,

and shall show the net profit or loss for the financial period.

(2) Notwithstanding subsection 1, items of the natures idem

described in clauses / and g of subsection 1 may be shown by
way of note to the statement of profit and loss.

130.— (1) The statement of surplus to be laid before an statement

annual meeting shall be drawn up so as to present fairly the

transactions reflected in the statement and shall show sepa-

rately a statement of contributed surplus and a statement of

earned surplus.

(2) The statement of contributed surplus shall be drawn Contributed

up so as to include and distinguish at least the following items

:

1. The balance of such surplus at the end of the pre-

ceding financial period.

2. The additions to and deductions from such surplus

during the financial period including,

i. the amount of surplus arising from the issue

of shares or the reorganization of the co-

operative's issued capital, including inter alia,
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a. the amount of premiums received on
the issue of shares at a premium,

b. the amount of surplus realized on the

purchase of shares,

ii. donations of cash or other property by mem-
bers,

iii. the amount of patronage returns allocated to

members, and

iv. the amount of membership fees.

3. The balance of such surplus at the end of the financial

period.

Earned
(3) fj^g statement of earned surplus shall be drawn up

surplus ^ ' ^ ^
so as to distinguish at least the following items

:

1. The balance of such surplus at the end of the pre-

ceding financial period.

2. The additions to and deductions from such surplus

during the financial period and without restricting

the generality of the foregoing at least the following

:

i. The amount of the net profit or loss for the

financial period.

ii. The amount of dividends declared on each

class of shares.

iii. The amount transferred to or from reserves.

3. The balance of such surplus at the end of the financial

period.

Treatment 131. Where a co-operative allocates patronage returns,

returns the Statement referred to in subclause v of clause a of sub-

section 1 of section 128 shall be drawn up to distinguish

patronage returns according to services or products or groups

of products acquired, marketed, handled, dealt in or sold or

rendered by the customer or by the co-operative and such

statement shall be so drawn as to present fairly the informa-

tion shown therein for the period and show separately for

members and non-members the amount of patronage returns

allocated to each service, product or groups of products.
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132. The statement of source and application of funds Sj?*^^'^^^^
^'^^ of source

referred to in subclause vi of clause b of subsection 1 of and

section 128 shall be drawn up so as to present fairly the of funds

information shown therein for the period, and shall show
separately at least,

{a) funds derived from,

(i

(ii

(iii

(iv

(V

{h) funds

(i

(ni

(iv

(V

(vi

(vii

current operations,

sale of non-current assets, segregating invest-

ments, fixed assets and intangible assets,

issue of debt obligations, including member
loans, or other indebtedness maturing more
than one year after issue,

issue of shares,

membership fees; and

applied to,

purchase of non-current assets, segregating

investments, fixed assets and intangible assets,

redemption or other retirement of debt obliga-

tions or repayment of other indebtedness

maturing more than one year after issue,

redemption or other retirement of shares,

payment of dividends,

repayment of patronage loans,

payment of cash patronage returns, and

repayment of member loans.

133.—(1) The balance sheet to be laid before an annual ^aj*°<^®

meeting shall be drawn up so as to present fairly the financial

position of the co-operative as at the date to which it is made
up and so as to distinguish severally at least the following:

1. Cash.

2. Debts owing to the co-operative from its directors,

officers or members, except debts of reasonable amount
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arising in the ordinary course of its business that are

not overdue having regard to its ordinary terms of

credit.

3. Debts owing to the co-operative, whether on account

of a loan or otherwise, from subsidiaries whose
financial statements are not consolidated with those

of the co-operative.

4. Other debts owing to the co-operative segregating

those that arose otherwise than in the ordinary

course of its business.

5. Inventory, stating the basis of valuation.

6. Shares, bonds, debentures and other investments

owned by the co-operative, except those referred to

in paragraph 7, stating their nature and the basis of

their valuation and showing separately those that are

marketable with a notation of their market value.

7. Securities of subsidiaries whose financial statements

are not consolidated with those of the co-operative,

stating the basis of valuation.

8. Lands, buildings and plant and equipment, stating

the basis of valuation, whether cost or otherwise, and,

if valued on the basis of an appraisal, the date of

appraisal, the name of the appraiser, the basis of the

appraisal value and, if such appraisal took place

within five years preceding the date to which the

balance sheet is made up, the disposition in the

accounts of the co-operative of any amounts added to

or deducted from such assets on appraisal and also

the amount or amounts accumulated in respect of

depreciation, obsolescence and depletion.

9. There shall be stated under separate headings, in so

far as they are not written off,

i. expenditures on account of future business,

ii. any expense incurred in connection with any
issue of shares,

iii. any expense incurred in connection with any
issue of debt obhgations, including any dis-

count thereon, and

iv. any one or more of the following: goodwill,

franchises, patents, copyrights, trade marks
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and other intangible assets and the amount,
if any, by which the value of any such assets

has been written up within a period of five

years preceding the date to which the balance

sheet is made up.

10. Bank loans and overdrafts.

11. Debts owing by the co-operative, except those re-

ferred to in paragraphs 12 and 13, on loans from its

directors, officers or members.

12. Debts owing by the co-operative on loans from mem-
bers, called "member loans" referred to in section

49.

13. Debts owing by the co-operative to members on the

compulsory loans of patronage returns referred to in

subsection 4 of section 56.

14. Debts owing by the co-operative to subsidiaries whose
financial statements are not consolidated with those

of the co-operative, whether on account of a loan or

otherwise.

15. Other debts owing by the co-operative, segregating

those that arose otherwise than in the ordinary

course of its business.

16. Liability for taxes, including the estimated liability

for taxes in respect of the income of the period

covered by the statement of profit and loss.

17. Dividends declared but not paid.

18. Deferred income.

19. Debt obligations issued by the co-operative, stating

the interest rate, the maturity date, the amount
outstanding and the existence of sinking fund,

redemption requirements and conversion rights, if

any

20. The authorized capital, giving the number of each

class of shares and a brief description of each such

class, and indicating therein any class of shares that

is redeemable and the redemption price thereof.

21. The issued capital, giving the number of shares of

each class issued and outstanding and the amount
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Notes

received therefor that is attributable to capital, and
showing,

i. the number of shares of each class issued since

the date of the last preceding balance sheet

and the value attributed thereto, distinguish-

ing shares issued for cash, shares issued for

services and shares issued for other considera-

tion, and

ii. where any shares issued before this Act comes
into force have not been fully paid,

a. the number of shares in respect of

which calls have not been made and
the aggregate amount that has not been

called, and

b. the number of shares in respect of

which calls have been made and not

paid and the aggregate amount that

has been called and not paid.
^

22. Contributed surplus.

23. Earned surplus.

24. Reserves, showing the amounts added thereto and
the amounts deducted therefrom during the financial

period.

25. The aggregate number of shares of the co-operative

purchased and resold since the date of the last

preceding balance sheet.

(2) Explanatory information or particulars of any item

mentioned in subsection 1 may be shown by way of note to

the balance sheet.

financial
134.— (1) There shall be stated by way of note to the

statement financial statement particulars of any change in accounting

principle or practice or in the method of applying any account-

ing principle or practice made during the period covered that

affects the comparability of any of the statements with any
of those for the preceding period, and the effect, if material,

of any such change upon the profit or loss for the period.

Change in (2) For the purpose of subsection 1, a change in accounting
accounting ^ ' r r-

, r i •

practice principle or practice or in the method of applying any account-

ing principle or practice affects the comparability of a state-
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ment with that for the preceding period, even though such

change did not have a material effect upon the profit or loss

for the period.

(3) Where applicable, the following matters shall be referred ^^^^

to in the financial statement or by way of note thereto

:

1. The basis of conversion of amounts from currencies

other than the currency in which the financial state-

ment is expressed.

2. Foreign currency restrictions that affect the assets

of the co-operative.

3. Contractual obligations that will require abnormal

expenditures in relation to the co-operative's normal

business requirements or financial position or that

are likely to involve losses not provided for in the

accounts.

4. Material contractual obligations in respect of long-

term leases, including, in the year in which the trans-

action was effected, the principal details of any sale

and lease transaction.

5. Contingent liabilities, stating their nature and,

where practicable, the approximate amounts in-

volved.

6. Any liability secured otherwise than by operation

of law on any asset of the co-operative, stating the

liability so secured.

7. Any default of the co-operative in principal, interest,

sinking fund or redemption provisions with respect

to any issue of its debt obligations or credit agree-

ments.

8. The gross amount of arrears of dividends on any
class of shares and the date to which such dividends

were last paid.

9. Where a co-operative has contracted to issue shares

or has given an option to purchase shares, the class

and number of shares affected, the price and the

date for issue of the shares or exercise of the option.

10. Where a co-operative has contracted to purchase or

resell common shares, the number of shares affected

and price and date for the purchase or resale.
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11. The aggregate direct remuneration paid or payable
by the co-operative and its subsidiaries whose finan-

cial statements are consolidated with those of the

co-operative to the directors and the senior officers

and, as a separate amount, the aggregate direct

remuneration paid or payable to such directors and
senior officers by the subsidiaries of the co-operative

whose financial statements are not consolidated with
those of the co-operative.

12. In the case of a co-operative with subsidiaries, the

aggregate of any shares in, and the aggregate of any
debt obligations of, that co-operative held by a sub-

sidiary corporation whose financial statements are not

consolidated with those of the co-operative.

13. The amount of any loans by the co-operative, or by a

subsidiary corporation, otherwise than in the or-

dinary course of business, during the co-operative's

financial period, to the directors or officers of the

co-operative.

14. Any restriction by the articles or by-laws of the co-

operative or by contract on the payment of dividends

that is significant in the light of the co-operative's

financial position.

15. Any event or transaction, other than one in the

normal course of business operations, between the

date to which the financial statement is made up and
the date of the auditor's report thereon that materi-

ally affects the financial statement.

16. The amount of any obligation for pension benefits

arising from service before the date of the balance

sheet, whether or not such obligation has been

provided for in the accounts of the co-operative,

the manner in which the co-operative proposes to

satisfy such obligation and the basis on which it has

charged or proposes to charge the related costs against

operations.

17. Brief particulars of any action to which the co-

operative is a party commenced under section 68

during the period.

18. In the case of a co-operative that transacts business

with non-members,

(i) where the amount of business transacted with

non-members exceeds 20 per cent, a statement

setting out the percentage of such business, or

258



79

(ii) where the amount of business transacted

with non-members does not exceed 20 per

cent, a statement to this effect.

(4) A note to a financial statement is a part of it.
Idem

(5) In this section, "senior officer" does not include each [°^?^p'^®j
Ij

of the five highest paid employees of a co-operative. °L?®°*°'' l|

136.—(1) A co-operative, in this section referred to as consolidated
,,-,. ^

. ,, • 1 1 • 1 /- -1 financial

the holding co-operative , may include m the financial state- statement

ment to be submitted at an annual meeting the assets and
liabilities and income and expense of any one or more of its ij

subsidiaries, making due provision for minority interests, if '\

any, and indicating in such financial statement that it is h

presented in consolidated form. d

(2) Where the assets and liabilities and income and expense Non-

of any one or more subsidiaries of the holding co-operative financial ^

statement <

are not so included in the financial statement of the holding i

co-operative,
|

(a) the financial statement of the holding co-operative
.,

shall include a statement setting forth,
||

(i) the reason why the assets and liabilities and
j!

income and expense of such subsidiary or
||

subsidiaries are not included in the financial

statement of the holding co-operative,

(ii) if there is only one such subsidiary, the amount
of the holding co-operative's proportion of the

profit or loss of the subsidiary for the financial

period coinciding with or ending in the

financial period of the holding co-operative, or,

if there is more than one such subsidiary, the

amount of the holding co-operative's propor-

: j r ; tion of the aggregate profits less losses, or

losses less profits, of all the subsidiaries for

the respective financial periods coinciding

with or ending in the financial period of the

holding co-operative,

(iii) the amount included as income from such

subsidiary or subsidiaries in the statement of

profit and loss of the holding co-operative and
the amount included therein as a provision

for the loss or losses of the subsidiary or

subsidiaries,
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(iv) if there is only one such subsidiary, the

amount of the holding co-operative's propor-

tion of the undistributed profits of the sub-

sidiary earned since the acquisition of the

shares of the subsidiary by the holding

co-operative to the extent that such amount has

not been taken into the accounts of the

holding co-operative, or, if there is more than
one such subsidiary, the amount of the hold-

ing co-operative's proportion of the aggregate

undistributed profits of all the subsidiaries

earned since the acquisition of their shares by
the holding co-operative less its proportion

of the losses, if any, suffered by any subsidiary

since the acquisition of its shares to the extent

that such amount has not been taken into the

accounts of the holding co-operative,

(v) any qualifications contained in the report of

the auditor of any such subsidiary on its

financial statement for the financial period

ending as aforesaid, and any note or reference

contained in that financial statement to call

attention to a matter that, apart from the

note or reference, would properly have been

referred to in such a qualification, in so far

as the matter that is the subject of the quali-

fication or note is not provided for by the

co-operative's own financial statement and is

material from the point of view of its mem-
bers;

{b) if for any reason the directors of the holding co-

operative are unable to obtain such information as is

necessary for the preparation of the statement that

is to be included in the financial statement of the

holding co-operative, the directors who sign the

financial statement shall so report in writing and
their report shall be included in the financial state-

ment in lieu of the statement

;

(c) if, in the opinion of the auditor of the holding co-

operative, adequate provision has not been made in

the financial statement of the holding co-operative

for the holding co-operative's proportion,

(i) where there is only one such subsidiary, of the

loss of the subsidiary suffered since acquisition

of its shares by the holding co-operative, or
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(ii) where there is more than one such subsidiary,

of the aggregate losses suffered by the sub-

sidiaries since acquisition of their shares by
the holding co-operative in excess of its pro-

portion of the undistributed profits, if any,

earned by any of the subsidiaries since such

acquisition,
j

ii

the auditor shall state in his report the additional i]

amount that in his opinion is necessary to make full I

provision therefor.

(3) Whether or not the assets and liabilities and income *^°JPif|.°L
\ '

. , . ,. . f 1 , T subsidiary
and expense of any one or more subsidiaries of a holding statement

co-operative are included in the financial statement of the

holding co-operative, true copies of the latest financial state- ;,

ment of the subsidiary or subsidiaries shall be kept on hand j^

by the holding co-operative at its head office and shall be open '

to examination by the members of the holding co-operative

on request during the normal business hours of the holding

co-operative.

136. Notwithstanding sections 129 to 135, it is not neces- ins^|^ficant

sary to state in a financial statement any matter that in all stances

the circumstances is of relative insignificance.

137. In a financial statement, the term "reserve" shall ^®^®'*^®

be used to describe only,

{a) amounts appropriated from earned surplus at the

discretion of management for some purpose other

than to meet a liability or contingency known or

admitted or a commitment made as at the statement

date or a decline in value of an asset that has already

occurred

;

|

I

f

(6) amounts appropriated from earned surplus pursuant ;

to the articles or by-laws of the co-operative for some
purpose other than to meet a liability or contingency

known or admitted or a commitment made as at the

statement date or a decline in value of an asset that

has already occurred ; and

(c) amounts appropriated from earned surplus in accord-

ance with the terms of a contract and that can be

restored to the earned surplus when the conditions

of the contract are fulfilled.

committee138.— { 1 ) The directors of a co-operative may elect annually ^^^^
from among their number a committee to be known as the

audit committee to be composed of not fewer than three
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directors, of whom a majority shall not be officers or em-
ployees of the co-operative to hold office until the next

annual meeting of the members.

Chairman
(2) The members of the audit committee shall elect a chair-

man from among their number.

Review (3) The co-operative shall submit the financial statement

to the audit committee for its review and the financial state-

ment shall thereafter be submitted to the board of directors.

o/a'^difor ^^^ ^^^ auditor has the right to appear before and be heard

at any meeting of the audit committee and shall appear

before the audit committee when required to do so by the

committee.

Idem
(5) Upon the request of the auditor, the chairman of the

audit committee shall convene a meeting of the committee to

consider any matters the auditor believes should be brought

to the attention of the directors or members.

auditor^o (^) ^^^ auditor of a co-operative shall be entitled to
be heard attend and be heard at meetings of the board of directors

of the co-operative on matters relating to his duties as auditor.

Approval by 139.—(1) The financial statement shall be approved by
the board of directors and the approval shall be evidenced by
the signature at the foot of the balance sheet by two of

the directors duly authorized to sign and the auditor's report,

unless the co-operative is exempt under section 123, shall

be attached to or accompany the financial statement.

Rights of (2) The auditor of a co-operative that has not elected an
auditor ^ ' ^
where no audit Committee for the year to which the financial state-

committee ment relates, is entitled,

{a) to receive notice of and to attend the meeting of

directors called to approve the financial statement

under subsection 1 ; and

(b) to request a meeting of the board of directors of the

co-operative to consider any matters the auditor

believes should be brought to their attention, and
upon his request, the president of the co-operative

shall convene such a meeting.

M^J^ngof 140.—(1) A co-operative shall, twenty-one days or more
statement to before the date of the annual meeting of members, send by

prepaid mail to each member at his latest address as shown
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on the records of the co-operative a copy of the financial

statement and, subject to section 123, a copy of the auditor's

report.

(2) The directors of such co-operative shall send by prepaid idem

mail to each such member a copy of any financial state-

ment and auditor's report amended under subsections 4 and
5 of section 127.

141.—(1) A co-operative shall file with the Minister its JJi^^^^^^i^^g

financial statements and, subject to section 123, a copy of its tobeaied

auditor's report that are required to be mailed by the co- Minister

operative to its members.

(2) The financial statements and auditor's report where ^^^^

required, shall be sent to the Minister on the same date

such statements are mailed or required to be mailed by the

co-operative to its members, whichever is the earlier.

MAINTENANCE OF CO-OPERATIVE STATUS

142.—(1) Upon the request of the Minister, every co-
tSb'e'^*"°°

operative shall furnish to the Minister such information as furnished
.

'^ 111- to Minister
he may require to enable him,

(a) to compile statistical records and information in

such form as the Minister may require

;

(b) to facilitate the carrying on of research projects;

(c) to establish that all persons to whom this Act applies

are not in contravention of this Act ; and

(d) to establish that the business and affairs of the co-

operative are being conducted on a co-operative basis.

(2) The Minister or any employee in the Ministry shall not
not°tobe"°°

disclose any information contained in a return made under sub- disclosed il

section 1, except where that disclosure is necessary for the
;|

administration or enforcement of this Act or where the disclosure j

is required by a court for the purposes of an action, prosecution I

or other proceeding. j

]
143. Where the Minister is of the opinion that the business Affai^rs^

and affairs of the co-operative are not being conducted on a ducted on
, . , e • • 1 • co-operative

co-operative basis, he may, after giving the co-operative an basis

opportunity to be heard, issue a certificate of amendment
changing the co-operative into a corporation subject to the

provisions of The Business Corporations A ct and where necessary
^f^^-

1^^*

for the purpose, changing the co-operative into a corporation

with share capital.
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Limit to
non-member
business

R.S.0. 1970.
C.53

Idem

Idem

144.—(1) Where the Minister is of the opinion that a

co-operative has for a period of three years or longer, conducted

50 per cent or more of its business with non-members of that

co-operative he may after giving the co-operative an opportunity

to be heard, order that a certificate of amendment be issued

changing the co-operative into a corporation that is subject to

the provisions of The Business Corporations Act and, where
necessary for the purpose, changing the co-operative into a

corporation with share capital.

(2) For the purposes of subsection 1 , the amount of business

conducted by a co-operative with a non-member means the

value of goods or products acquired, marketed, handled, dealt

in or sold or services rendered by the co-operative, on behalf of or

for the non-members expressed as a percentage of the total

value of goods or products acquired, marketed, handled, dealt

in or sold or services rendered by the co-operative from, on

behalf of, or for all customers during the year.

(3) For the purposes of computing the amount of business

under subsection 2, there shall not be included in the amount
of business conducted with non-members, the value of goods or

products acquired, marketed, handled, dealt in or sold or

services rendered by the co-operative from, on behalf of or

for non-members who are required to conduct business with

the co-operative by a marketing plan established under an

Act of the Legislature or of the Parliament of Canada.

Members
not to
number
fewer
than five

Saving

145.—(1) If a co-operative exercises its corporate powers

when its members are fewer in number than five for a period of

more than six months after the number has been so reduced,

each person who was a member of the co-operative during the

time that it so exercised its corporate powers after such period

of six months and is aware of the fact that it so exercised its

corporate powers is severally liable for the payment of the

whole of the debts of the co-operative contracted during such

time and may be sued for the debts without the joinder in

the action of the co-operative or of any other member.

(2) A member who has become aware that the co-operative

is so exercising its corporate powers may serve a protest in

writing on the co-operative and may by registered letter

notify the Minister of such protest having been served and of

the facts upon which it is based, and such member may thereby

and not otherwise, from the date of his protest and notification,

exonerate himself from liability.

No^^ce and p) If after notice from the Minister the co-operative refuses

or neglects to bring the number of its members up to five

or more, such refusal or neglect may be regarded by the
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Minister as sufficient cause for the cancellation of the certificate

of incorporation or any certificate issued by him under this

Act.

INVESTIGATIONS

146.—(1) Upon application by a member of a co-operative,
^"tfonsand

the court, if satisfied that the application is made in good audits

faith and that it is prima facie in the interests of the co-

operative or the holders of its securities to do so, may make
an order, upon such terms as to the costs of the investigation

or audit or otherwise as to the court seems fit, appointing an

inspector to investigate the affairs and management of the

co-operative or any subsidiary of the co-operative, or both, and
to audit the accounts and records of the co-operative or any
affiliate thereof named in the order.

(2) An order may be made under subsection 1 whether ori<i6i"

not there has been disclosure to the members of the co-operative

of information relating to any matter on the basis of which

the order is made.

(3) Every director, officer, agent, employee, banker and of^accounts

auditor of the co-operative or of any subsidiary of the co- and records

operative named in the order and every other person shall

produce for the examination of the inspector all accounts and
records of or relating to the co-operative or subsidiary in their

custody or control.

(4) The inspector may examine upon oath any present or ^^"^^^**^i°°

former director, officer, agent or employee of the co-operative under oath

or subsidiary in relation to its affairs, management , accounts and
records.

(5) The court may, on the application of the inspector, on ^q°"''* °^<^®''

such terms and conditions as it sees fit, order any person not examination

mentioned in subsection 4 to attend and be examined under

oath before the inspector on any matter relevant to the

investigation or audit.

(6) Every director, officer, agent, employee, banker or^^®"^®^

auditor who refuses to produce any account or record re-

ferred to in subsection 3 and every person examined under
subsection 4 or 5 who refuses to answer any question related

to the affairs and management of the co-operative or any
subsidiary is guilty of an offence under section 176, in addition

to any other liability to which he is subject.

(7) The inspector shall make a report to the court and shall
rep^®t^°^^

forward a copy of the report to the co-operative and any
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subsidiary of the co-operative named in the order and to the

person who made the apphcation under subsection 1

.

may appoint 147.—(1) A co-operative may, by resolution passed at an
Inspector annual meeting of members or a general meetine; of members
for same i.tri ••
purpose called for that purpose, appomt an mspector to mvestigate

its affairs and management.

Powers and
duties of
inspector

(2) The inspector appointed under subsection 1 has the

same powers and shall perform the same duties as an inspector

appointed under section 146 and he shall make his report in

such manner and to such persons as the co-operative by
resolution of the members directs.

Where
Minister
to appoint
inspector

Idem

Production
of accounts
and records

148. (1) Notwithstanding anything contained in section

146 or 147, the Minister shall appoint in writing an inspector

to investigate and report on the affairs and management of a

co-operative or its subsidiaries if 10 per cent of the members
of the co-operative request in writing such investigation and
show circumstances suggesting that,

{a) the business of the co-operative or any of its sub-

sidiaries is or has been carried on with intent to

defraud any person;

(b) the business or affairs of the co-operative or any of

its subsidiaries are or have been carried on or con-

ducted, or the powers of the directors are or have

been exercised, in a manner oppressive or unfairly

prejudicial to or in disregard of the interests of a

security holder;

(c) the co-operative or any of its subsidiaries was
formed for a fraudulent or unlawful purpose or is to

be dissolved for a fraudulent or unlawful purpose;

or

(d) persons concerned with the formation, business or

affairs of the co-operative or any of its subsidiaries

have in connection therewith acted fraudulently or

dishonestly.

(2) The Minister may on his own initiative appoint in

writing an inspector to investigate and report on the affairs

and management of a co-operative or its subsidiaries if it

appears that there exist any of the circumstances mentioned

in clause a, b, c or d of subsection 1.

(3) Every person shall produce for the examination of the

inspector all accounts and records in their custody or control

which relate to the co-operative or any of its subsidiaries.
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(4) The inspector may examine upon oath any present or Examination

former director, officer, agent or employee of the co-operative under oath

or any of its subsidiaries in relation to its affairs, management,
accounts and records.

(5) Upon an application to the court by the inspector, theCourt

court may, on such terms and conditions as it sees fit, order examination

any person not mentioned in subsection 4 to attend and be
examined under oath before the inspector on any matter
relevant to the investigation.

(6) Every director, officer, agent, employee, banker or offences

auditor who refuses to produce any account or record referred

to in subsection 3 and every person examined under sub-

section 4 or 5 who refuses to answer any question related to

the affairs and management of the co-operative or any of its

subsidiaries is guilty of an offence under section 176 in addition

to any other liability to which he is subject.

(7) The inspector shall deliver the report of his investigation Report to be

to the Minister and the Minister may forward a copy of the Minister

report to the co-operative and any subsidiary of the co-

operative investigated.

149. Where it appears from the report of an inspector R^"^e<^ies

made under section 146, 147 or 148 that any of the circum-

stances set out in clause a, b, c or d of subsection 1 of section

148 exist, the Minister may, notwithstanding any other

remedies available,

(a) apply under clause d of section 217 of The Business
^f^^-

^^''^'

Corporations Act to wind up the co-operative by
order of the court

;

(b) cancel the certificate of incorporation for cause under

section 166;

(c) require, or apply to the court for an order under
section 78 requiring, the directors of the co-operative

to call a general meeting of members ; or

(d) refer the report of the inspector to the Attorney
General.

150. A copy of the report of an inspector appointed under
ad^'iribi

this Act authenticated by the registrar of the court or in the in
opoc66ditifirs

case of an investigation under section 147 or 148 by the

inspector is admissible in any legal proceeding and is evidence

of the opinion of the inspector in relation to any matter con-

tained in the report.
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REORGANIZATION

Amendment of Articles

Amendments 151,—(1) A co-operative may, from time to time, amend
its articles of incorporation to.

(a) change its name

;

{b) extend, limit or otherwise vary its objects;

(c) increase its authorized capital

;

[d) decrease its authorized capital by cancelling shares

whether issued or unissued or by reducing the par

value of issued or unissued shares;

{e) increase or decrease the membership fee;

(/) increase or decrease the minimum amount of member
loans

;

{g) redivide its authorized capital into shares of lesser or

greater par value

;

[h) redesignate any class of shares

;

{i) reclassify any shares into shares of a different class;

{j ) delete or vary any provision in its articles

;

{k) provide for any other matter or thing that is author-

ized by this Act to be set out in the articles or that

could be the subject of a by-law of the co-operative;

(/) convert it into a co-operative with or without share

capital;
. ,

R.s.o. 1970. (w) convert it into a corporation to which The Business

Corporations Act applies.

Authoriza-
tion (2) An amendment under subsection 1, except clauses /

and m, shall be authorized by a special resolution.

Idem
(3) Subject to section 152, an amendment under clause /

or m of subsection 1 shall be authorized by a resolution of

the board of directors and confirmed by at least three-

quarters of the members of the co-operative entitled to vote

at such meeting.
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(4) If the amendment is to delete or vary a Preference, Ad^tionaJ.^^

right, condition, restriction, hmitation or prohibition attaching for
vArifttioD of

to a class of preference shares or to create preference shares, rights of

ranking in any respect in priority to or on a parity with anshares^°^^

existing class of preference shares, then, in addition to the

confirmation required by subsection 2, the resolution is not

effective until it has been confirmed,

{a) by 100 per cent of the holders of the shares of such

class or classes of shares in writing; or

(b) in writing by at least 95 per cent of the holders of

the shares of such class or classes of shares holding

at least 95 per cent of the issued shares of such class

or classes and after twenty-one days notice of the

resolution and confirmation has been given by send-

ing the notice to each of the holders of shares of such

class or classes to his latest address as shown on the

records of the co-operative and only if at the expira-

tion of twenty-one days none of the holders of such

class or classes has dissented in writing to the co-

operative; or

(c) if the articles so provide, by at least two-thirds of

the votes cast at a meeting of the holders of such

class or classes of shares duly called for that purpose

or such greater proportion of the votes cast as the

articles provide,

and by such additional authorization as the articles provide.

152.—(1) Notwithstanding subsection 3 of section 151, J°°J.«^«*°°

where a co-operative is no longer able to conduct its business operative to

^ cr . , . , , , . .
corporation

and aiiairs on a co-operative basis by reason of the provisions

of an Act of the Legislature or of the Parliament of Canada,
the co-operative may apply to the Minister for a certificate

of amendment converting the co-operative to a corporation to

which The Business Corporations Act applies and, where ^-^g^- ^^™'

necessary, for the purpose, changing the co-operative into a

corporation with share capital.

(2) An application under subsection 1 shall be authorized
fjon^®'^^*'

by special resolution.

153.—(1) For the purpose of bringing an amendment to amendment
the articles into effect, the co-operative shall deliver to the

Minister, within six months after the resolution has become
effective, articles of amendment in duplicate, executed under

the seal of the co-operative and signed by two officers, or by
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one director and one officer, of the co-operative and verified

by affidavit of one of the officers or directors signing the

articles of amendment, setting out,

(a) the name of the co-operative

;

(b) a certified copy of the resolution;

(c) that the amendment has been duly authorized as

required by subsections 2, 3 and 4 of section 151 ; and

(d) the date of the confirmation of the resolution by the

members.

Change
of name (2) Where the articles of amendment are to change the

name of the co-operative, the articles of amendment shall be

accompanied by evidence that establishes to the satisfaction

of the Minister that the co-operative is not insolvent.

Decrease
of capital (3) Where the articles of amendment are to decrease the

authorized capital, the articles of amendment shall be

accompanied by evidence that establishes to the satisfaction

of the Minister that the co-operative is not insolvent and that

the decrease will not render the co-operative insolvent, and,

if required by the Minister, by evidence that establishes to

his satisfaction that no creditors object to the amendment.

Pro forma
balance
sheet

(4) Where the articles of amendment are to make any
change in the authorized capital, the articles of amendment
shall, if required by the Minister, be accompanied by a

pro forma balance sheet after giving effect to the proposed
change.

certificateof 154.—(1) If the articles of amendment conform to law,

the Minister shall, when all prescribed fees have been paid,

(a) endorse on each duplicate of the articles of amend-
ment the word "Filed" and the day, month and year

of the filing thereof;

(b) file one of the duplicates in his office ; and

(c) issue to the co-operative or its agent a certificate

of amendment to which he shall affix the other

duplicate.

Effector (2) The amendment becomes effective upon the date set

forth in the certificate of amendment and the articles of

incorporation are amended accordingly.
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Restatement of Articles

165.—(1) A co-operative may at any time restate its q ®|rticies^°*^

articles of incorporation as theretofore amended.

(2) For the purposes of bringing the restated articles into ^wmg^o^^^^

effect, the co-operative shall deliver to the Minister the restated

articles in duplicate, executed under the seal of the co-operative

and signed by two officers, or by one director and one officer,

of the co-operative and verified by affidavit of one of the

officers or directors signing the restated articles, setting out,

(a) all the provisions that are then set out in the original

articles of incorporation as theretofore amended;
and

(b) a statement that the restated articles correctly set

out without change the corresponding provisions of

the original articles as theretofore amended.

(3) If the restated articles of incorporation conform to law,
restatement^

the Minister shall, when all prescribed fees have been paid,

{a) endorse on each duplicate of the restated articles the

word "Filed" and the day, month and year of the

filing thereof;

(b) file one of the duplicates in his office ; and

(c) issue to the co-operative or its agent a restated

certificate of incorporation to which he shall affix

the other duplicate.

(4) The restated articles of incorporation become effective c^tmcate
upon the date set forth in the restated certificate and supersede

the original articles of incorporation and all amendments
thereto.

Amalgamations and Continuations

156.— (1) Any two or more co-operatives may amalgamate Amaigrama-

and continue as one co-operative.

(2) The co-operative proposing to amalgamate shall enter Agreement

into an agreement for the amalgamation, prescribing its terms

and conditions of the amalgamation and the mode of carrying

the amalgamation into effect, and, in particular the agree-

ment shall set out, as may be applicable,

(a) the name of the amalgamated co-operative;
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(6) the objects of the amalgamated co-operative

;

(c) the place in Ontario where the head office of the

amalgamated co-operative is to be located, giving the

municipality and the county or district or, where

the head office is to be located in territory without

municipal organization, the geographic township and
district, and giving the street and number, if any;

(d) the authorized capital of the amalgamated co-opera-

tive, the classes of shares, if any, into which it is to

be divided, the number of shares of each class, and
the par value of each share;

(e) where there are to be preference shares, the designa-

tions, preferences, rights, conditions, restrictions,

limitations or prohibitions applying to them or each

class of them;

(/) the restrictions, if any, to be placed on the transfer of

member loans or of its shares or any class thereof of

the amalgamated co-operative;

{g) the authorized loan capital of the amalgamated
co-operative

;

{h) the amount of membership fee and the classes of

membership, if any, setting forth the designation of

and the terms and conditions attaching to each class

of membership in the amalgamated co-operative;

{i) the names in full and the residence address, giving

the street and number, if any, of each person who is

to be a first director of the amalgamated co-

operative
;

(j) the time and manner of election of the subsequent

directors of the amalgamated co-operative

;

{k) whether or not the by-laws of the amalgamated
co-operative are to be those of one of the amalgamat-
ing co-operatives, and, if not, a copy of the proposed

by-laws of the amalgamated co-operative

;

(/) the manner in which the issued shares of each of the

amalgamating co-operatives are to be converted into

issued shares of the amalgamated co-operative;

(m) the manner of conversion of the loan and share

capital, as the case may be, of the amalgamating
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co-operatives into the loan and share capital,

as the case may be, of the amalgamated co-operative

;

(«) such other details as may be necessary to perfect the

amalgamation and to provide for the subsequent

management and operation of the amalgamated co-

operative
;

(3) Where shares of one of the amalgamating co-operatives shares of

are held by or on behalf of another of the amalgamating co- ing co-

operatives, the amalgamation agreement shall provide for the held by
^^

cancellation of such shares upon the amalgamation becoming *'^°^^®^

effective without any repayment of capital in respect thereof,

and no provision shall be made in the agreement for the

conversion of such shares into shares of the amalgamated
co-operative.

(4) The member or patronage loans, if any, of the amalgamat- Treatment of

ing co-operatives shall represent liabilities of the amalgamated loans

co-operative.

(5) An amalgamation agreement is not effective until ^PP^g°j^|^jj^^

approved by a special resolution of each of the amalgamating
co-operatives.

(6) Where the carrying out of the amalgamation agree- Approval by

ment would result in the deletion or variation of a preference, shareholders

right, condition, restriction, limitation or prohibition attaching

to a class of issued preference shares of any of the amalgamating
co-operatives or in the creation of preference shares of the amal-

gamated co-operative ranking in any respect in priority to, or

on a parity with, any existing class of preference shares of any of

the amalgamating co-operatives, the agreement is not effective

until it is approved in the manner provided by subsection 4

of section 151 in addition to the approval required by sub-

section 4.

157.—(1) For the purpose of bringing an amalgamation ^^^^j^^^^^j.

into effect, the amalgamating co-operatives shall, within six ^j"^*^*^*™*"

months after the amalgamation agreement has become effec-

tive, deliver to the Minister articles of amalgamation in

duplicate executed under the seal of each of the amalgamating
co-operatives and signed by two officers, or by one director and
one officer, of each of the amalgamating co-operatives and
verified by affidavit of one of the officers or directors signing

the articles of amalgamation for each amalgamating co-

operative, setting out,

(a) the names of each of the amalgamating co-operatives

;

258



94

(b) a certified copy of the amalgamation agreement;

(c) that the agreement has been duly approved as

required by section 156 ; and

(d) the dates on which the amalgamation agreement was
approved by the members of each of the amal-

gamating co-operatives.

Evidence of
(2) The articles of amalgamation shall be accompanied by

evidence that establishes to the satisfaction of the Minister

that each of the amalgamating co-operatives is not insolvent

and, if required by the Minister, a pro forma balance sheet

after giving effect to the proposed amalgamation.

certfflcate^of
^^"^ ^^ *^^ articles of amalgamation conform to law, the

amaigama- Minister shall, when all prescribed fees have been paid,

{a) endorse on each duplicate of the articles the word
"Filed" and the day, month and year of the filing

thereof

;

{b) file one of the duplicates in his office ; and

(c) issue to the amalgamated co-operative or its agent a

certificate of amalgamation to which he shall affix

the other duphcate.

cMtificate ^^^ Upon the date set forth in the certificate of amalga-
mation,

(a) the amalgamation becomes effective and the amal-

gamating co-operatives are amalgamated and con-

tinue as one co-operative under the terms and con-

ditions prescribed in the amalgamation agreement

;

(b) the amalgamated co-operative possesses all the prop-

erty, rights, privileges and franchises and is subject

to all liabilities, contracts, disabilities and debts of

each of the amalgamating co-operatives

;

(c) the issued capital of the amalgamated co-operative is,

subject to the decrease provided for in subsection 3

of section 156, equal to the aggregate of the issued

capital of each of the amalgamating co-operatives

immediately before the amalgamation becomes effec-

tive ; and

(d) the articles of incorporation of each of the amalga-

mating co-operatives are amended to the extent
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necessary to give effect to the terms and conditions of

the amalgamation agreement.

158.—(1) A corporation incorporated under the laws of continuation
any jurisdiction other than Ontario may, if it appears to the

Minister to be thereunto authorized by the laws of the jurisdic-

tion in which it was incorporated, apply to the Minister for a

certificate continuing it as if it had been incorporated under this

Act, and the Minister may issue the certificate of continuation

on application supported by such material as appears satis-

factory, and the certificate may be issued on such terms and
subject to such limitations and conditions and contain such

provisions as appear to the Minister to be fit and proper.

(2) Upon the date set forth in a certificate of continuation Effe9tof

issued under subsection 1, this Act applies to the corporation

to the same extent as if it had been incorporated under this

Act.

159.— (1) A co-operative may, if authorized by a special
Ontario^

°^

resolution, by the Minister and by the laws of any other co-operative

jurisdiction, apply to the proper officer of that other

jurisdiction for an instrument of continuation continuing the

co-operative as if it had been incorporated under the laws of that

other jurisdiction.

(2) This Act ceases to apply to the co-operative on and Notice

after the date on which the co-operative is continued under

the laws of the other jurisdiction and the co-operative shall

file with the Minister a copy of the instrument of continuation

certified by the proper officer of the other jurisdiction

authorized to certify such documents.

(3) This section applies only in respect of a jurisdiction Application

that has legislation in force that permits corporations in-

corporated under its laws to apply for an instrument of

continuation under the laws of Ontario.

160. All rights of creditors against the property, rights
^*^J^j^°^

and assets of a co-operative amalgamated under section 156 preserved

or continued under section 158 and all liens upon its property,

rights and assets are unimpaired by such amalgamation or

continuation, and all debts, contracts, liabilities and duties

of the co-operative thenceforth attach to the amalgamated
or continued co-operative and may be enforced against it.

DISSOLUTION

161. Sections 201 to 246, except clause a of subsection 1
windingr

of section 231, of The Business Corporations Act apply, mutatis „ „ „ ,^.,., - K.o.O. llfiU,

mutandis, to co-operatives, and for the purpose a reference c.53
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therein to a corporation shall be deemed to be a reference to a

co-operative and a reference therein to a shareholder shall

be deemed to be a reference to a member.

of property"
*®^*— ^^^ ^" ^"^ distribution of the property of a co-

operative, member loans and patronage returns that are lent

to the co-operative rank after the ordinary debts.

Distribution
of property
upon
dissolution

(2) The articles of a co-operative may provide that, upon
the dissolution of the co-operative and after the payment of

all debts and liabilities, including any declared and unpaid
dividends and the amount paid up on outstanding shares,

if any, the remaining property of the co-operative or any part

thereof may be distributed or disposed of,

(a) equally among the members irrespective of the number
of shares or amount of loans, if any, held or made by
a member ; or

(6) to charitable organizations.

Idem
(3) In the absence of any provisions in the articles, upon

the dissolution of the co-operative, the whole of its re-

maining property shall be distributed equally among the

members irrespective of the number of shares or amount of

loans, if any, held or made by a member.

dd^o?ution ^ ^^' ^ co-operative may be dissolved upon the authoriza-

tion of,

(a) a majority of the votes cast at a general meeting of

the members of the co-operative duly called for

the purpose or by such other proportion of the votes

cast as the articles provide, but such other pro-

portion shall not be less than 50 per cent of all the

members entitled to vote at the meeting

;

{b) the consent in writing of all the members entitled

to vote at such meeting ; or

(c) all its incorporators or their personal representatives

at any time within two years after the date set

forth in its certificate of incorporation where the co-

operative has not commenced business and has not

issued any shares or received any membership fees

or loans.

Articles of 164.— (1) For the purpose of bringing the dissolution

where authorized under clause a or 6 of section 163 into effect, the

act?^^*
^^^ co-operative shall deliver to the Minister within one year
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after the authorization, articles of dissolution in duplicate,

executed under the seal of the co-operative and signed by two
officers or by one director and one officer, of the co-operative

and verified by affidavit of one of the officers or directors

signing the articles of dissolution, setting out,

(a) the name of the co-operative

;

(6) that its dissolution has been duly authorized under
clause a or 6 of section 163

;

(c) that it has no debts, obligations or liabilities or its

debts, obligations or liabilities have been duly pro-

vided for in accordance with subsection 3 or its

creditors or other persons having interests in its

debts, obligations or liabilities consent to its dis-

solution
;

{d) that after satisfying the interests of creditors in all

its debts, obligations and habilities, if any, it has no
property to distribute among its members or that it

has distributed its remaining property in accordance

with section 162 or in accordance with subsection 4

where applicable

;

{e) that there are no proceedings pending in any court

against it ; and

(/) that it has given notice of its intention to dissolve by
publication once in The Ontario Gazette and once
in a newspaper having general circulation in the place

where it has its principal place of business in Ontario

or, if it does not have a place of business in Ontario,

where it has its head office.

(2) For the purpose of bringing a dissolution authorized
^gg^jution

under clause c of section 163 into effect, the co-operative shall where co-

11- Ti»- -1 rii- • 11- operative
deliver to the Minister articles of dissolution in duplicate, never active

signed by all its incorporators or their personal representatives

and verified by affidavit of one of them setting out,

{a) the name of the co-operative

;

^

[b) the date set forth in its certificate of incorporation

;

(c) that the co-operative has not commenced business;

{d) that none of its shares has been issued

;

[e) that no membership fees or loans have been received

;
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(/) that dissolution has been duly authorized under
clause c of section 163

;

Where
creditor
unknown

Where
member or
shareholder
unknown

{g) that it has no debts, obligations or liabilities;

{h) that after satisfying the interests of creditors in all

its debts, obligations and liabilities, if any, it has no
property to distribute or that it has distributed its

remaining property to the persons entitled thereto;

{i) that there are no proceedings pending in any court

against it ; and

ij) that it has given notice of its intention to dissolve

by publication once in The Ontario Gazette and once
in a newspaper having general circulation in the
place where it has its head office.

(3) Where a co-operative authorizes its dissolution and a

creditor is unknown or his whereabouts is unknown, the

co-operative may, by agreement with the Public Trustee, pay
to the Public Trustee an amount equal to the amount of the

debt due to the creditor to be held in trust for the creditor,

and such payment shall be deemed to be due provision for the

debt for the purposes of clause c of subsection 1

.

(4) Where a co-operative authorizes its dissolution and a

member is unknown or his whereabouts is unknown, it may,
by agreement with the Public Trustee, deliver or convey
his share of the property to the Public Trustee to be held in

trust for him, and such delivery or conveyance shall be

deemed to be a distribution to that member for the purposes

of the dissolution.

Power to
consent

Payment
to person
entitled

(5) If the property delivered or conveyed to the Public

Trustee under subsection 4 is in a form other than cash, the

Public Trustee may at any time, and within ten years after

such delivery or conveyance shall, convert it into cash.

(6) If the amount paid under subsection 3 or the property

delivered or conveyed under subsection 4 or its equivalent in

cash, as the case may be, is claimed by the person beneficially

entitled thereto within ten years after it was so delivered, con-

veyed or paid, it shall be delivered, conveyed or paid to him,

but, if not so claimed, it vests in the Public Trustee for the

use of Ontario, and, if the person beneficially entitled thereto

at any time thereafter establishes his right thereto to the

satisfaction of the Lieutenant Governor in Council, an amount
equal to the amount so vested in the Public Trustee shall

be paid to him.
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165.—(1) If the articles of dissolution conform to law, certificate of

the Minister shall, when all prescribed fees have been paid

and all taxes payable by the co-operative to the Treasurer of

Ontario have been paid,

{a) endorse on each duplicate of the articles of dissolu-

tion the word "Filed" and the day, month and year

of the filing thereof

;

(6) file one of the duplicates in his office ; and

(c) issue to the co-operative or its agent a certificate of

dissolution to which he shall affix the other duplicate.

(2) The dissolution becomes effective and the co-operative Effect of
C6I*tilfi.C&tj6

is dissolved upon the date set forth in the certificate of

dissolution.

166. Where sufficient cause is shown to the Minister, he ^^^^^^^^^^-^^^^

may, after he has given the co-operative an opportunity to be etc., by

heard, by order, upon such terms and conditions as he thinks

fit, cancel a certificate of incorporation or any certificate

issued by him under this Act, and,

(a) in the case of the cancellation of a certificate of

incorporation, the co-operative is dissolved on the

date fixed in the order

;

(b) in the case of the cancellation of any other certificate,

the matter that became effective upon the issuance

of the certificate ceases to be in effect from the date

fixed in the order.

167.—(1) Where a co-operative is in default in filing an ^°^jj'^j® ^^^^

annual return or financial statement for a period of two years,

the Minister may give notice, by registered mail to the co-

operative or by publication once in The Ontario Gazette, that an

order dissolving the co-operative will be issued unless the

co-operative files the annual return or financial statement

within one year after the giving of the notice.

(2) Upon default in compliance with the notice given under
J^^^^^°^j.^^\^°

subsection 1, the Minister may by order cancel the certificate

of incorporation and, subject to subsection 3, the co-operative

is dissolved on the date fixed in the order.

(3) Where a co-operative is dissolved under subsection 2,^®^^*i

the Minister, on the application of any interested person immedi-

ately before the dissolution, made within two years after the

date of dissolution, may in his discretion by order, on such
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terms and conditions as he sees fit to impose, revive the co-

operative, and thereupon the co-operative, subject to the

terms and conditions of the order and to any rights acquired

by any person after its dissolution, is restored to its legal

position, including all its property, rights, privileges and
franchises, and is subject to all its liabilities, contracts, dis-

abilities and debts, as at the date of its dissolution, in the

same manner and to the same extent as if it had not been

dissolved.

di" so^iution 168.— ( 1 ) Notwithstanding the dissolution of a co-operative

under section 165, 166 or 167,

(a) any action, suit or other proceeding commenced by
or against the co-operative before its dissolution may
be proceeded with as if the co-operative had not been
dissolved

;

{b) any action, suit or other proceeding may be brought
against the co-operative within two years after its

dissolution as if the co-operative had not been dis-

solved ; and

(c) any property that would have been available to

satisfy any judgment, order or other decision if the

co-operative had not been dissolved remains available

for such purpose.

serviceafter (2) For the Durposes of this section, the service of any
dissolution ^ ' '^ '^

. f
.,.'. iiii_j J

process on a co-operative after its dissolution shall be deemed

to be sufficiently made if it is made upon any person last

shown on the records of the Ministry as being a director

or officer of the co-operative before the dissolution.

Liabmty of jqq^— (J ) Notwithstanding the dissolution of a co-operative

,

creditors each of the members among whom its property has been

distributed remains liable to its creditors to the extent of the

amount received by him upon the distribution, and an action

in a court of competent jurisdiction to enforce such liability

may be brought against him within two years from the date

of the dissolution and not thereafter.

Action (2) Where there are numerous members, the court referred
against one \

'
. . •

i i i
•

member as to in subscctiou 1 mav permit an action to be brought against

class one or more members as representatives of the class and,

if the plaintiff establishes his claim as creditor, may make
an order of reference and add as parties in the referee's

office all such members as are found, and the referee shall

determine the amount that each should contribute towards

the plaintiff's claim and may direct payment of the sums so

determined.
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170. Subject to section 168, any real or personal property Forfeiture of

of a co-operative that has not been disposed of at the date of property

its dissolution is forfeit to the Crown.

171. At the same time as a co-operative is required to Annual
^ ^ return

file its financial statements with the Minister under subsec-

tion 2 of section 141, the co-operative shall also file an annual

return in such form as the regulations prescribe.

GENERAL

1 72.— ( 1 ) Subj ect to the articles or by-laws of a co-operative
, Erectors and
members

(a) a notice or other document required to be given or

sent by a co-operative to a member or director may
be delivered personally or sent by prepaid mail

addressed to the member or director at his latest

address as shown on the records of the co-operative

;

and

(6) a notice or other document sent by mail by a co-

operative to a member or director shall be deemed
to be given or sent at the time when it would be

delivered in the ordinary course of mail.

(2) Where notices or other documents required by this undelivered

Act, the articles or by-laws to be given or sent by a co-operative

to a member have been mailed to the member at his latest

address as shown on the records of the co-operative and
where, on three consecutive occasions, notices or other docu-

ments have been returned by the Post Office to the co-operative,

the co-operative is not required to mail to the member any
further notices or other documents until such time as the

co-operative receives written notice from the member request-

ing that notices and other documents be sent to the member
at a specified address.

(3) Except where otherwise provided in this Act, a notice ^Q°^^^|j.^°j.jyg

or document required to be given or sent to a co-operative

may be sent to the co-operative by prepaid mail at its head
office as shown on the records of the Ministry and shall

be deemed to be given or sent at the time when it would be

delivered in the ordinary course of mail.

(4) Where a notice is required by this Act to be given to ^^ai^^l^^^^^j

any person, the giving of the notice may be waived or the abridgement

time for the notice may be waived or abridged with the

consent in writing of such person, whether before or after

the time prescribed.
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Offence,
false
statement

173.—(1) Every person who makes or assists in making
a statement in any document required by or for the purposes

of this Act or the regulations that, at the time and in the

Hght of the circumstances under which it was made, is false

or misleading in respect of any material fact or that omits to

state any material fact the omission of which makes the state-

ment false or misleading is guilty of an offence and on sum-
mary conviction is liable to a fine of not more than $2,000 or

to imprisonment for a term of not more than one year, or to

both.

Defence
(2) No person is guilty of an offence under subsection 1 if

he did not know that the statement was false or misleading

and in the exercise of reasonable diligence could not have
known that the statement was false or misleading.

Offence,
failure
to file

174.— (1) Every person who fails to file with the Minister

any document required by this Act to be filed with him is

guilty of an offence and on summary conviction is liable to a

fine of not more than $2,000 or, if such person is a corporation,

to a fine of not more than $20,000.

Idem
(2) Where a corporation is guilty of an offence under

subsection 1, every director or officer thereof who authorized,

permitted or acquiesced in such offence is also guilty of an
offence and on summary conviction is liable to a fine of not

more than $2,000.

Consent 175. No proceeding under section 173 or 174 shall be

commenced except with the consent or under the direction of

the Minister.

Offence,
general 176.—(1) Except where otherwise provided, every person

who commits an act contrary to or fails or neglects to comply
with any provision of this Act or the regulations is guilty of

an offence and on summary conviction is liable to a fine of

not more than $1,000 or, if such person is a corporation, to

a fine of not more than $10,000.

Idem
(2) Where a corporation is guilty of an offence under

subsection 1 , every director or officer thereof who authorized,

permitted or acquiesced in the offence is also guilty of an
offence and on summary conviction is liable to a fine of not

more than $1,000.

Limitation 177.— (1) No proceeding under section 173 or 174 or under
section 176 for a contravention of section 118 shall be com-
menced more than one year after the facts upon which the

proceedings are based first came to the knowledge of the

Minister as certified by him.
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(2) Subject to subsection 1, no proceeding for an offence idem

under this Act or the regulations shall be commenced more
than one year after the time when the subject-matter of the

offence arose.

178. Where a co-operative or a director, officer or employee order for

J.
. . ^

1 • , CI- compliance
of a co-operative does not comply with any provision of this

Act, the articles or the by-laws of the co-operative, the

Minister or a member or a creditor of the co-operative, not-

withstanding the imposition of any penalty in respect of such
non-compliance and in addition to any other rights he may
have, may apply to the court for an order directing the co-

operative, director, officer or employee, as the case may be,

to comply with such provision, and upon such an application

the court may make such order or such other order as the

court thinks fit.

179.—(1) The Minister may require any fact relevant to Proof by
.1 r rii- 11* 1 1- affidavit
the performance of his duties under this Act or the regulations

to be verified by affidavit or otherwise.

(2) For the purpose of holding a hearing under this Act,^!'^^^^^!^

the Minister may administer oaths to witnesses and require

them to give evidence under oath.

180. The Minister shall cause notice to be published forth-
on?ii,ices°°

with in The Ontario Gazette, l^^,^^-' Ontario
Gazette

(a) of the issue of every certificate under section 6, 9,

154, 155, 157, 158 or 165;

(6) of the issue of every order under section 118, 166 or

167;

(c) of the filing of a certified copy of an order under
subsection 6 of section 215 or subsection 2 of section

228 of The Business Corporations Act;
ffi^'^^^^'

(d) of the filing of a notice by a liquidator under sub-

section 2 of section 215 of The Business Corporations

Act.

181.— (1) Upon payment of the prescribed fee, any person searches

is entitled to examine any document filed with or issued by
the Minister under this Act, and to make extracts therefrom.

(2) Upon payment of the prescribed fee, the Minister shall certifications

furnish any person with a certificate as to whether or not a

document has been filed with or issued by him under this Act

or any predecessor thereof or with a certified copy of any
such document.
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Execution of 1 82.— ( 1 ) Where this Act requires or authorizes the Minister

ofMinister to issue a certificate or certify any fact, the certificate shall be

issued under the seal of the Minister and shall be signed by him
or by such officer of the Ministry as is designated by the

regulations.

ce^flcates
(2) Any certificate purporting to be under the seal of the

Minister and signed by a person authorized by or under
subsection 1, or any certified copy, is receivable in evidence

in any action, prosecution or other proceeding as prima facie

proof of the facts so certified without proof of the seal or of

the signature or the official position of the person appearing

to have signed the certificate.

Notice of
refusal
to file

Failure to
act deemed
refusal

183.— (1) Where the Minister refuses to file any articles or

any other document required by this Act to be filed by him
before it becomes effective, he shall give written notice to the

person who delivered the articles or other document of his

refusal, specifying the reasons therefor.

(2) Where, within six months after the delivery to the

Minister of articles or other document referred to in sub-

section 1, the Minister has not filed or refused to file such

articles or other document, he shall be deemed for the purposes

of section 184 to have refused to file it.

Appeal from
Minister

184.—(1) Any person who feels aggrieved by a decision of

the Minister to,

Certificate
OfMinister

{a) refuse to file articles or any other document or to

issue any certificate required by this Act to be filed

or issued

;

[h) issue or refuse to issue a certificate of amendment
under subsection 2, 3 or 4 of section 9

;

(c) issue a certificate of amendment under section 143,

144 or 152;

{d) issue an order under section 166,

may appeal the decision to the Supreme Court.

(2) The Minister shall certify to the Registrar of the

Supreme Court,

{a) the decision of the Minister, together with a state-

ment of the reasons therefor

:

(6 ) the record of any hearing ; and
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(c) all written submissions to the Minister or other

material that is relevant to the appeal.

(3) The Minister is entitled to be heard, by counsel or gep^esenta-

otherwise, upon the argument of an appeal under this section.

(4) Where an appeal is taken under this section, the Supreme
court

°^

Court may by its order direct the Minister to make such

decision or to do such other act as the Minister is authorized

and empowered to do under this Act and as the court thinks

proper, having regard to the material and submissions before

it and to this Act, and the Minister shall make such decision

or do such act accordingly.

(5) Notwithstanding an order of the Supreme Court, the
j!^a°^^ake

Minister has power to make any further decision upon new further
., ,

. 11 -i- decision
material or where there is a material change in the circum-

stances, and every such decision is subject to this section.

185. An appeal lies to the Court of Appeal from any ^^^^ourt
order made by the court under this Act.

186. The Lieutenant Governor in Council may make ^^sruiations

regulations respecting any matter that he considers necessary

relating to the incorporation, conduct and dissolution of co-

operatives including, without limiting the generality of the

foregoing, regulations,

{a) respecting names, objects, authorized capital, the

form and contents of offering statements, membership,

the designations, preferences, rights, conditions,

restrictions, limitations, or prohibitions attaching

to shares or classes of shares or any other matter

pertaining to articles or the filing thereof;

(b) requiring the payment of fees for any matter that

the Minister is required or authorized to do under

this Act, and prescribing the amounts thereof;

(c) prescribing any matter required by this Act to be

prescribed by the regulations

;

{d) designating officers of the Ministry for the pur-

poses of paragraph 4 of subsection 1 of section 1 and
section 182

.

187.—(1) For three years after this Act comes into force
J°°*j.*°.^*°°^

any provision in the letters patent, supplementary letters patent, etc.

patent or by-laws and any special resolution of the co-

operative that was valid immediately before this Act comes
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into force, except a provision that contravenes section 110,

continues to be valid and in effect but any additions or

amendments to or deletions from any provision in the letters

patent, supplementary letters patent or by-laws of a co-

operative shall be made in accordance with this Act.

Continuance (2) For three years after this Act comes into force the

not fully provisions of The Corporations Act relating to the liability of

R*s o 1970 ^^^ holder of shares that are not fully paid and to the enforce-

C.89. ment of such liability continue to apply in respect of shares

that are not fully paid.

Commence- 188. This Act comes into force on a day to be named by
the Lieutenant Governor by his proclamation.

Short title 189. This Act may be cited as The Co-operative Corporations

Act, 1972.
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BILL 259 Private Member's Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend The Sale of Goods Act

Mr. Drea

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Note

The Bill establishes a privity of contract between the buyer of goods

and the manufacturer where the manufacturer creates a warranty that is

intended to accompany the goods.
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BILL 259 1972

An Act to amend The Sale of Goods Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Section 15 of The Sale of Goods Act, being chapter 421
liil'nded

of the Revised Statutes of Ontario, 1970, is amended by
adding thereto the following subsections

:

(2) Where a manufacturer creates a warranty, either Privity of

expressly or by oral representation, that is intended

to accompany his goods in a contract of sale between
a retail seller and a buyer, the warranty shall create

a privity of contract between the manufacturer and
the buyer as if the manufacturer himself were the

seller even though the warranty is not part of the

contract of sale.

(3) A clause or statement in a contract of sale, the effect
cia'usesand

of which is intended to negative the rights, duties, statements

liabilities and obligations created by this Act, is

void.

2. This Act comes into force on the day it receives Roval Commence-
J J ment

Assent.

3. This Act may be cited as The Sale of Goods Amendmerd^^°^^^^^^^

Act, 1972.
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BILL 260 Private Member's Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend The Consumer Protection Act

Mr. Drea

TORONTO
Printed and Published by The Queen's Printer and Publisher



Explanatory Note

The Bill prevents the use of cut-off and disclaimer clauses in contracts

of sale and provides for penalties when they are used.
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BILL 260 1972

An Act to amend
The Consumer Protection Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1 . Section 42a of The Consumer Protection Act, being chapter
l^l^^g^j

82 of the Revised Statutes of Ontario, 1970, as enacted by
the Statutes of Ontario, 1971, chapter 24, section 1, is

amended by adding thereto the following subsections:

(3) No lender shall insert a clause or statement in a Certain
\ ' clauses

contract of sale, the effect of which is to purport to give prohibited

to an assignee any greater rights or fewer obliga-

tions, liabilities or duties than the lender.

(4) Notwithstanding subsections 1 and 2 of section 48,offence

every lender who contravenes subsection 3 is guilty

of an offence and on summary conviction is liable

to a fine of $500 or an amount equal to 25 per

cent of the face value of the contract of sale which-

ever is the lesser.

(5) Subsections 1 and 2 of section 48 do not apply to anWem
offence committed under subsection 4.

2. Section 44a of the said Act, as enacted by the Statutess 44a,
•^ amended

of Ontario, 1971, chapter 24, section 2, is amended by adding
thereto the following subsections

:

(3) Notwithstanding subsections 1 and 2 of section ^^psenca

every seller who includes a term or acknowledgment
in a contract of sale or collateral warranty which
term or acknowledgment purports to negative or vary
the effect of any implied condition or warranty apply-

ing to the contract of sale or collateral warranty
is guilty of an offence and on summary conviction

is Hable to a line of not more than $1 ,000.
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uem (4) Subsections 1 and 2 of section 48 do not apply to an
offence committed under subsection 3.

m°™r*°^* 3. This Act comes into force on the day it receives Royal
Assent.

Short title 4.^ fhis Act may be cited as The Consumer Protection

Amendment Act, 1972.
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BILL 261 Private Member's Bill

2nd Session, 29th Legislature, Ontario
21 Elizabeth II, 1972

An Act to amend The Medical Act

TORONTO
Printed and Published by The Queen's Printer and Publisher



J t hf- f *

Explanatory Note

The Bill provides the Minister of Health with the right of appeal.

261



F

BILL 261 1972

An Act to amend The Medical Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows

:

1.—(1) Subsection 1 of section 43 of The Medical Act, being s. 43 (i),

chapter 268 of the Revised Statutes of Ontario, 1970,
jg'^^^"*^^

repealed and the following substituted therefor

:

(1) The Minister of Health or any member aggrieved Appeals

may appeal,

{a) from the order of the discipline committee in

a case that the committee has fully disposed

of, to a judge of the Supreme Court, at any
time within thirty days from the date of the

order complained of with a further right of

appeal to the Court of Appeal from the order

of the judge; and

{h) from the orders of the discipline committee
and the Council in a case that the discipline

committee has referred to the Council for deter-

mination of the penalty, to a judge of the

Supreme Court at any time within thirty days
from the date of the order of the Council

with a further right of appeal to the Court of

Appeal from the order of the judge.

(2) Subsection 3 of the said section 43 is repealed and 8.43 (3),,,',. ,. iii- re-enacted
the followmg substituted therefor:

(3) The Minister of Health or the College may appeaH**®™

to the Court of Appeal from an order of a judge of

the Supreme Court at any time within thirty days

from the date of the order.

2. This Act comes into force on the day it receives Royal ^ommence-

Assent.

3. This Act may be cited as The Medical Amendment ^c/.^^o"^""®

1972.
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^^<*? ut -..um

Explanatory Note

The amendment replaces the guarantee fund, which is based on a per-

centage of profits, with a requirement that full provision be made for

possible losses on loans, other accounts receivable and investments.

> LH^itVJ'i'.:
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BILL 262 1972

An Act to amend
The Credit Unions Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Clause c of subsection 2 of section 4 of The C^^dit^^^^^^^-

Unions Act, being chapter 96 of the Revised Statutes of

Ontario, 1970, is amended by striking out "other than the

guarantee fund" in the third and fourth lines.

2. Section 30 of the said Act is repealed and the following s- so,

.

^ Ore-enacted
substituted therefor

:

30.—(1) Every credit union in computing its annual P^jpj^i|io^

profits shall make full provision for, and accrued
*^ ^ interest

(a) all doubtful loans, other doubtful receivables

and losses on investments ; and

(b) all interest accruing on deposits.

(2) A credit union may by resolution establish a reserve ^sjiabiisii-

fund or funds and may transfer to such fund orreserve fund

funds out of earnings from time to time such amounts
as the Board of Directors may by resolution direct

provided that such resolution shall not become
effective until it has been confirmed by a vote of

two-thirds of the members present or represented at

a meeting duly called for considering it.

(3) A credit union shall apply its guarantee fund required use^of^^^^

by section 30 of The Credit Unions Act, as it existed fund

before the 31st day of December, 1972, to ensure

provision is made as required by clause a of sub-

section 1 and the surplus then remaining in the

guarantee fund shall be held as a reserve fund.
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Use of
reserve
fund

(4) The disposition of any amounts held in a reserve

fund established under subsection 3 is subject to the

written consent of the Director.

Funding of
provision
for losses

(5) Where the balance standing to the credit of the

guarantee fund on the 30th day of December, 1972 is

insufficient to provide the full amount required to be

provided for under clause a of subsection 1 , the credit

union may either fund the deficiency over a period

not exceeding three years in annual amounts approved
by the Director or charge the deficiency against the

balance standing to the credit of undivided earnings

at that date.

Regulations
(5) Jhe Lieutenant Governor in Council may make

regulations prescribing the minimum amounts that

may be considered as making adequate allowance

for the provision referred to in clause a of subsection 1

.

s. 31,

amended 3. Section 31 of the said Act is amended by striking out

"and the credit union shall set aside a reserve fund, adjusted

annually, in the amount of the interest accruing on such

deposits" in the third, fourth and fifth lines.

Commence-
ment 4. This Act comes into force on the 31st day of December,

1972.

Short title 5. This Act may be cited as The Credit Unions Amendment
Act, 1972.
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BILL 262 1972

An Act to amend
The Credit Unions Act

HER MAJESTY, by and with "the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Clause c of subsection 2 of section 4 of The Credit ^'^^'^\^(^}'
amended

Unions Act, being chapter 96 of the Revised Statutes of

Ontario, 1970, is amended by striking out "other than the

guarantee fund" in the third and fourth lines.

2. Section 30 of the said Act is repealed and the following^- 30,

substituted therefor

:

30.—(1) Every credit union in computing its annual F^'o^sion

c 1 11 1 <• 11 • • t
for losses

profits shall make full provision for, and accrued
^ interest

{a) all doubtful loans, other doubtful receivables

and losses on investments ; and

[b) all interest accruing on deposits.

(2) A credit union may by resolution establish a reserve ^s^^^^iisii-

fund or funds and may transfer to such fund orreserve fund

funds out of earnings from time to time such amounts
as the Board of Directors may by resolution direct

provided that such resolution shall not become
effective until it has been confirmed by a vote of

two-thirds of the members present or represented at

a meeting duly called for considering it.

(3) A credit union shall apply its guarantee fund required use^of

by section 30 of The Credit Unions Act, as it existednmd

before the 31st day of December, 1972, to ensure

provision is made as required by clause a of sub-

section 1 and the surplus then remaining in the

guarantee fund shall be held as a reserve fund.
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Use of
reserve
fond

(4) The disposition of any amounts held in a reserve

fund established under subsection 3 is subject to the

written consent of the Director.

Funding: of
provision
for losses

(5) Where the balance standing to the credit of the

guarantee fund on the 30th day of December, 1972 is

insufficient to provide the full amount required to be

provided for under clause a of subsection 1 , the credit

union may either fund the deficiency over a period

not exceeding three years in annual amounts approved
by the Director or charge the deficiency against the

balance standing to the credit of undivided earnings

at that date.

Regruiations
(6) The Lieutenant Governor in Council may make

regulations prescribing the minimum amounts that

may be considered as making adequate allowance

for the provision referred to in clause a of subsection 1

.

s. 31,

amended 3. Section 31 of the said Act is amended by striking out

"and the credit union shall set aside a reserve fund, adjusted

annually, in the amount of the interest accruing on such

deposits" in the third, fourth and fifth lines.

Commence-
ment 4. This Act comes into force on the 31st day of December,

1972.

Short title 5. This Act may be cited as The Credit Unions Amendment
Act, 1972.
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Explanatory Note

The Bill provides the buyer with a two-day period in which to accept

or repudiate a sale made at a jam auction.
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BILL 263 1972

An Act to amend
The Consumer Protection Act

HER MAJESTY, by and with the advice and consent of

the Legislative Assembly of the Province of Ontario,

enacts as follows:

1. Section 1 of The Consumer Protection Act, beine chapters!.

82 of the Revised Statutes of Ontario, 1970, as amended by
the Statutes of Ontario, 1971, chapter 50, section 23 and
1972, chapter 1, section 35, is further amended by adding

thereto the following clause

:

{ja) "jam auction" means a sale where a person, directing

his attention toward a specific group or crowd of

prospective buyers, solicits them to make offers of

money for goods and leads them to believe, either by
representation or implication that they may, after

the transaction is completed, receive back their

money or any portion thereof.

2. The said Act is amended by adding thereto the following
l^j'^'^.-g^

section

:

47a.—(1) Where a seller solicits, negotiates or arranges for ^f®P^^^*^j^^°°

a sale at a jam auction, the buyer may repudiate the ^transactions

sale within two days of the sale transaction by
returning the goods to the seller's place of business

during normal business hours, and the buyer is not

liable for any damages in respect of such repudiation.

(2) Where a buyer repudiates a sale under subsection 1 ,
Duties upon

\ ' J tr > repudiation
the seller shall return any moneys received or realized

in respect of the sale.

3. This Act comes into force on the day it receives Royal ^°^^®°^®'

Assent.

4. This Act may be cited as The Consumer Pro^gc/ton short title

Amendment Act, 1972.
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BILL 264 1972

An Act for granting to Her Majesty certain
additional sums of money for the Public Service

for the fiscal year ending the 31st day
of March, 1973

Most Gracious Sovereign:

WHEREAS it appears by messages from the Honourable Preamble

William Ross Macdonald, Lieutenant Governor of the

Province of Ontario, and the estimates accompanying the

same, that the sums mentioned in the Schedule to this Act
are required to defray certain charges and expenses of the

public service of this Province, not otherwise provided for,

for the fiscal year ending the 31st day of March, 1973; may
it therefore please Your Majesty that it oe enacted and it is

hereby enacted by the Queen's Most Excellent Majesty, by
and with the advice and consent of the Legislative Assembly
of the Province of Ontario, as follows:

1.—(1) In addition to the sum of $6,125,217,500 granted |205^574^5M

by The Supply Act, 1972, there may be paid out of the fiscal year

Consolidated Revenue Fund a sum not exceeding in the
1972 c 130

whole $205,574,500 to be applied towards defraying the several

charges and expenses of the public service, not otherwise

provided for, from the 1st day of April, 1972, to the 31st

day of March, 1973, as set forth in the Schedule to this Act,

and, subject to subsection 2, such sum shall be paid and
applied only in accordance with the votes and items of the

supplementary estimates upon which the Schedule is based.

(2) Where, in the fiscal year ending the 31st day of March, Exception

1973, powers and duties are assigned and transferred from

one Minister of the Crown to another Minister of the Crown,

the appropriate sums in the votes and items of the estimates

upon which the Schedule is based that are approved to

defray the charges and expenses of the public service in the

exercise and performance of such powers and duties, may be

assigned and transferred from time to time as required by
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certificate of the Management Board of Cabinet to the Ministry

administered by the Minister to whom the powers and duties

are so assigned and transferred.

Accounting 2. The due apphcation of all moneys expended under this

expenditure Act shall be accounted for to Her Majesty.

Commence- 3. This Act comes into force on the day it receives Royal
ment .

,

j j

Assent.

Short title 4, This Act may be cited as The Supply Act, 1972 {No. 2).

SCHEDULE

Ministry of Agriculture and Food $ 10,000,000

Ministry of Colleges and Universities 2,735,000

Ministry of Community and Social Services. . .

.

2,750,000

Ministry of Correctional Services 1 ,832,000

Ministry of Education 4,100,000

Ministry of the Environment 18,500,000

Ministry of Government Services 10,102,000

Ministry of Health 66,000,000

Ministry of Natural Resources 10,882,000

Ministry of Revenue 47,979,500

Ministry of Transportation and Communications 5,694,000

Ministry of Treasury, Economics and
Intergovernmental Affairs 25,000,000

$ 205,574,500
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